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e A Slight Case of Over-Communication. By and large, manage- 
ment is doing a better job of employee communication 
today than ever before. But, as with any practice that is 
suddenly given a great deal of emphasis, excesses have devel- 
oped and artificialities have crept in—and occasionally manage- 
ment finds itself encouraging communication for its own sake 
rather than for the sake of the message it wants to get across. 
In this month’s opening article, JAMEs BLACK offers some 
constructive criticisms about current communication practices 
and suggests means of consolidating the real gains that have 
been made. 


e No Room at the Top? What's the next step, if any, for the 
executive of “average” talents who has been management- 
developed and upgraded just as far as he can go? In his article 
(page 9), W. R. G. BENDER tells what Du Pont is doing to 
encourage managers to develop realistic job aspirations without 
loss of initiative, and discusses other measures that should help 
management minimize this problem. 





e Corporate Citizenship and the Businessman. The so-called 
“social responsibilities” of business have nothing to do with 

| charity or “doing good,” declares RALPH COoRDINER; business 
and society are so closely intertwined that nearly every business 
decision has some social implications. With this as his premise, 
he discusses the social responsibilities of the corporation as 
they directly affect employees as well as the community, and 
describes GE’s broad program for meeting them (page 15). 


e Are Creative People ‘‘Different?’’ Based on a survey of 3,500 
scientists and engineers, JAMES WyATT’s article (page 20) 
examines the nonfinancial as well as monetary incentives that 
are most important to engineers, R&D personnel, and scien- 
tists. And one of its inescapable conclusions is that these 
people should be brought under the personnel programs that 
already exist in companies, from which they are too often 
excluded because they are “different.” 

—TuE EpiTors 
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All Dressed Up and No Place to Go? 
@ James Menzies Black 


In a worcp beset with sociologists, psychologists, publicists, and 
utopian economists, there is one product we do not lack—communi- 
cations. Never before in history have so many had so much to say 
on such a multitude of topics to anybody who will listen. 

Today everybody is communicating. We have developed the ma- 
chinery to deluge the country in a turgid flow of words—written or 
oral—on any subject whatsoever, and to do it almost instantaneously. 
We possess the technology to give the people the facts, the back- 
ground on the facts, and our interpretation of both the facts and 
their background, on any question that may arise. And we do this on 
a somewhat nonselective basis, regardless of whether or not the 
people are interested in the particular facts we are telling them 
about. 

How much of this communication is effective is another question. 
Perhaps in communications, as in other things, our technology for 
saying things has outstripped what we have to say. Perhaps the 
public, accustomed to the monotonous plop, plop of bromides on its 
galvanized mental roof, has developed a resistance to organized com- 
munications of any kind. But if this is true, the last to discover the 
fact will be the communicators themselves. So absorbed are they in 
documenting their theories and interpreting statistics on the results 
of their activities that they seldom stop to think that the opinions 


people hold are due as much to circumstances or individual self- 
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interest as they are to tireless efforts to advance a point of view. 

This is no argument against communications. Indeed, intelligent 
communications is vitally needed. Nor is it intended as a case against 
propaganda. Obviously, a nation, a company, a union, or any other 
organization not only has a right but a duty to tell its story in such 
a way that its actions and objectives are put in a favorable light. 

The intelligent communicator gives the people the facts, he inter- 
prets those facts according to the case he is presenting, he points out 
the answer that he wants people to come up with, and he demon- 
strates why it is to their advantage to do so. Furthermore, he depends 
on timing as much as facts to make his argument persuasive. 

It may be wise to take a hard look at some of our ideas about com- 
munications. It is well worth while for any management to evaluate 
its communications constantly to be sure that it is saying neither too 
much nor too little, that it is using judgment in selecting the topics 
it wants to talk about, that it never communicates simply because 
everybody else is doing it, and that it has a precise idea of the attain- 
able goals in every aspect of its communications program. 


COMMUNICATIONS AND RESPONSIBILITY 


The communications of management is effective when it is realis- 
tic and objective. To retain this clearsightedness in communications, 
it is necessary to have a precise understanding of the motives, objec- 
tives, and techniques of other groups that seek to influence public 
opinion. Furthermore, management must have the courage to 
avoid irresponsible or unethical techniques—even though they may 
appear overwhelmingly successful. After all, the investiture of re- 
sponsibility itself denies to industry methods available to groups con- 
cerned only with their special objectives. 

Management seeks to create the image of its own responsibility. It 
desires the public to respect its integrity. It wants the reputation for 
courage, honesty, competence, intelligence, and impartial fair deal- 
ing. These are virtues that cannot be pushed by “hard sell”; they 
must be demonstrated by example. But for the long term, they out- 
weigh the immediate benefits of partisanship. 

Sometimes industry must champion an unpopular point of view 
, simply because it is the right one. This may be occasionally a short- 
term handicap, but in the final analysis it has its advantages. After 
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all, truth is eventually accepted, not because people have reasoned 
it out, but because it cannot be avoided. The consequences of deny- 
ing it are disastrous. 


A LONG-RANGE PROGRAM 

These facts sometimes put management in a difficult position so 
far as communications is concerned. Except defensively, it cannot 
appeal to emotional self-interest to win a point. The communications 
of a company is designed to make people think for themselves. It 
relies on reason and-logic to persuade. Its goal is to talk to people, 
not to impose on them a system of thought. People are tiring of 
high-pitched emotionalism and demagoguery. They know the ideal- 
istic phrase has become a false front for too many self-serving ob- 
jectives. 

The company that expects to accomplish lasting results from its 
communications program must work at it consistently and not be 
discouraged by temporary set-backs. It must be far more concerned 
with the substance of what it has to say than the techniques it uses 
for saying it. It must avoid the easy generalism and the presentation 
of stereotyped, “acceptable” points of view. Finally, it must look 
penetratingly at the philosophy of false humanism that has poured 
a sweet syrup of sentimentality on the country and clogged, or at 
least soothed, the thinking processes of far too many people. 


THE RIGIDITY OF THE DOCTRINAIRE 


The communications machinery of any organization is no more 
effective than the thought that is put in it. The communications 
approach of the doctrinaire, although it has the initial advantage of 
systematic efficiency, soon palls because it is boring even to the 
people it has originally convinced. The doctrinaire communicates 
from a fixed position; he cannot maneuver strategically, only tactic- 
ally. To sell his philosophy he depends on technicians of propaganda 
who can hollow out the inside of complicated ideas and leave only 
a gleaming, chromium-plated shell, highly adaptable for quick sale 
on a mass market. 

The communications effort of organized labor, for example, 
frightens the people who believe that unions have gained too much 
power. Yet, all you have to do is read a typical union newspaper to 


6 THE MANAGEMENT REVIEW | JULY 








understand why even labor leaders privately complain that their 
publications don’t hold the attention of their intended readers. So 
much of what is said is so palpably partisan and surcharged with 
class emotionalism that the middle-income blue-collar employees who 
receive them no longer identify themselves with the audience these 
papers are striving to reach. 

This does not mean that labor does not influence its constituents; 
it does. But the reason lies in the fact that unions have identified 
themselves with a political philosophy that many persons in an in- 
dustrial society accept as necessary to their economic security, rather 
than to their direct communications with the rank and file. 


SOME QUESTIONS FOR MANAGEMENT 


What does this mean to management? It offers a tremendous op- 
portunity for leadership, particularly if industry continues to avoid 
the entrapment of prefabricated thinking and knows exactly what 
it expects its communications program to accomplish. To keep its 
objectivity about communications, a company should ask itself these 
pointed questions about its program. Frank answers to them will 
enable the company to keep proper balance, even when it is under 
pressure. 

1. Do you know exactly what you expect your communications 
program to accomplish? Some companies have prepared communica- 
tions creeds to describe their communications principles. These 
statements range anywhere from pompous rewrites of the Declara- 
2 tion of Independence to such simple brevities as “It is our objective 
to tell the employee what he wants to know, what he needs to know, 
or what he ought to know’—which could mean everything, or 
e nothing. 


S There is nothing wrong with creeds in themselves. Certainly, it 
- is highly desirable to spell out objectives in order to establish the 
a means to accomplish them. But it is also a good idea to analyze such 
y creeds in the light of actual practice, to see that they are closely 
e related to actual practice and that they are implemented with work- 
able machinery to.translate them into reality. 
>, 2. Do you communicate too much? In the desire to develop com- 
munications channels fully, there is always the danger of talking 
0 too much on subjects that hold only casual interest to the employee. 
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How often have you heard the remark, “We send our letters to the 
employee’s home. That way, mother and all the children will see 
them too. When the family is gathered around the dinner table, 
father may even read the letter to the group as a matter of general 
interest.” This happy picture of domestic bliss may be a trifle exag- 
gerated. Just ask yourself: How often have I read such a letter to 
my own family? Of course, if a letter concerns a matter of vital 
interest to the family, it may be reviewed in this manner. But if it 
is on a topic as broadly general as the free enterprise system, the 
danger of communism, or the importance of individual liberty, it is 
likely to get the same kind of attention that is usually paid to the 
editorial page of the average newspaper. 

3. Are you realistic in what you expect your communications to 
accomplish? On matters of mutual interest, company communica- 
tions can accomplish dramatic results, particularly if the subject is 
something that employees can do something about. It is even possible 
through communications to dissuade people from embarking on a 
course of action that may lead to a work stoppage. But it is wise to 
remember that simply because an objective has been achieved, a 
point of view has not necessarily been sold. The logical arguments 
used in support of a perfectly proper position may have been accom- 
panied by implied force to support that position. When this is true, 
it is fear, not “friendly persuasion,” that has won the day. 

4. Are you disappointed when employees refuse to face unpleas- 
ant facts despite the cogency of your arguments? When a company 
has unpleasant facts to relate to employees—and it is obviously true 
that these occasions occur from time to time—it has the obligation 
to do so. But it cannot expect the employees to like what they hear 
or to analyze the facts objectively. Nor can it suppose a union will 
not seize on the situation as an opportunity for extremely emotional 
propaganda. This propaganda may not even convince the members 
of the union, but it may be temporarily accepted by them because 
it relieves their frustrations and simulates dramatic action in their 
behalf. When situations like this occur, don’t be discouraged about 
your communications program. Time is probably on your side. Just 
keep your head and your sense of responsibility. 

5. Are you too concerned with measuring the results of your 


(Continued on page 70) 
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NO ROOM 


The Problem 
of the 


“Average” 
Executive 


a W.R. G. Bender 


Manager, Personnel Research Section 


E. 1. du Pont de Nemours & Company 


W ny was 1 PAssep OVER? In 
any sizable organization, whenever 
a top job is filled, there are likely 
to be several executives asking 
themselves this question. They 
have had every reason to believe 
that the qualities that have insured 
their progress up the managerial 
ladder would propel them still fur- 
ther. Suddenly, they are face to 
face with the blunt and bruising 
realization that they may have 
reached the end of the line. 

At lower levels, the same ques- 
tioning goes on when one up-and- 








coming young manager is sent off on an executive development 
course, while his peers are left behind to mind the shop. Who 
decided that the candidate had top management potential—and 
that the others didn’t? 

In the very nature of things, this is a problem that ultimately 
confronts many members of an organization. The widely advertised 
space at the top turns out, on closer examination, to be able to 
accommodate only a handful of people at any one time. Sooner or 
later, most men just reach the point beyond which they cease to be 
“comers”: they have gone as far as they will go. And in a culture 
like ours, which places so much stress on upward striving for its own 
sake, the knowledge that there are no further rungs to climb can be 
deeply discouraging. 

Mostly this knowledge comes to the middle-level manager in his 
late 40’s or early 50’s—that is to say, when he may still have 
another 15 or 20 years’ service ahead of him. Is he to be allowed 
to mark time from that point on, until he retires—or is there some- 
thing more positive that management can do about the situation, to 
its own long-range benefit as well as his? 

Clearly, there are no easy solutions to the problem, but there are 
certain measures that management can take to alleviate it and— 
perhaps even more important—to prevent its developing to serious 
proportions in the first place. 

First, what is the nature of the problem? To an extent, it is a 
psychological one—it has to do with the man himself. To an equal 
extent, however, it is a situational problem—that is, it has its roots 
in the organization. 


THE ORGANIZATIONAL CLIMATE 


Any business or industry, large or small, new or of long standing, 
has its own unigue climate or atmosphere. The critical factor in 
that climate—and, indeed, in the whole problem—is the attitude of 
top management toward its human assets—the relative importance 
attached to people. This attitude, set and maintained over time by 
a company’s leaders, furnishes the only real basis for any pattern of 
treatment of people (sometimes regardless of the stated policies, 
procedures, and rules of an organization). 

If the atmosphere fosters respect, trust, and confidence, and if 
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top management makes a sincere effort to deal with all its employees 
as individuals, then we are likely to find: 

e opportunities for individual expression, learning, growth, and 
development—and cognizance of individual differences and 
limitations; 

e recognition on the part of management, from top to bottom of 
the organization, of its responsibility to provide these oppor- 
tunities; 

e teamwork or coordinated effort without loss of individuality 
for those involved; 

e a reward system that starts with recognition of the person as 
an individual and acknowledges the importance of nonfinan- 
cial, as well as financial, incentives and compensations. 

In such an atmosphere, employees, including executives, unques- 
tionably find a real satisfaction in getting a job done effectively. 

In such an environment, too, there are bound to be good com- 

munications and frequent face-to-face contacts betwcen managers 
at all levels and their subordinates—including subordinates .in ex- 
ecutive and middle-management jobs. These interpersonal contacts 
go far to insure a meeting of minds about the standards of per- 
formance that a manager is expected to maintain; about his progress 
and problems in maintaining them; and about his accomplishments 
and prospects for further development. 

If the climate of the organization itself is kept healthy, the prob- 

lem of middle-management discontent and disappointment at what 
appears to be lack of mobility is half solved. But only half. 


MATURITY AND REALISTIC FLEXIBILITY 


What about the man himself? Here are two statements from 
What Makes an Executive?* that bear on the question: “Early 
family experiences probably are significant in explaining, to a con- 
siderable degree, differences in adult ambition.” “Depending on 
their upbringing and background, executives differ in their willing- 
ness to be adventurous and to take risks.” We might add, “and in 
their tendency to face situations realistically.” Every man is a 
unique configuration of interests, attitudes, values, goals and aspira- 





* Report of A Round Table on Executive Potential and Performance. New 
York: Columbia University Press, 1955, pp. 22, 35. 
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tions, skills and abilities, feelings of difference, and maturity. A 
critical factor in that configuration is what we might call “realistic 
flexibility’—the ability to recognize that change is inevitable, but 
that it represents a challenge to one’s adjustment to life. 

It is a rare individual who is able to satisfy all his needs in any 
job or position, in any work setting. The mature person recognizes 
this. He feels that he has a personal responsibility to find out what 
he can do well, how he can perform most effectively, and what, 
realistically, are the limits of his capacities. But if everyone were 
that mature, there would be little reason for concern about prob- 
lems of management discontent, given a good organizational at- 
mosphere. Moreover, to dismiss the problem simply as evidence of 
lack of maturity would be to slough off the very real responsibility 
management has to solve it—or at least to minimize it. 


MINIMIZING DISSATISFACTIONS 


What can management do? To begin with, formal, over-all 
procedures for dealing with, or giving special treatment to, so-called 
“average executives” are worthless at best and may actually aggravate 
the situation. Some men have a psychological problem of adjust- 
ment as they attain a peak in their management progression, and, 
since each case tends to be unique, it must be dealt with as the 
individual circumstances dictate. 

The following specific practices have been helpful in minimizing 
the frustrations and dissatisfactions of the so-called “average 
manager”: 

1. Requiring that all who supervise others conduct regular, 
periodic discussions with their subordinates. These cover current 
performance of the individual and an over-all, long-range appraisal 
of his performance and potentialities. In these discussions, the 
manager is encouraged to express his attitudes and aspirations and 
to explore them with his boss. This is where the man’s supervisor | 
plays a key role—one that requires judgment, tact, and insight. | 
He encourages his subordinate to develop, but in doing so, he does | 
not encourage him to entertain false hopes. There is often a deli- : 
cate line of distinction here, and too many of us fail to perceive it. ‘ 

It’s usually pretty easy to get good performance out of a man if 
he has been led to believe that rewards and advancement will be 
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quick and will follow in regular progression—ad infinitum. It’s 
much harder to get a man to develop and improve and grow on 
the job, at the same time encouraging him to set realistic goals, to 
have attainable aspirations, and to recognize his own limitations. 
But this is the duty of every line manager. And if he can do it 
without in any way discouraging a subordinate’s self-development 
or dampening his enthusiasm for the job, he will have discharged 
a very important moral obligation both to the man and to his 
company. 

This is not as difficult to do as it may perhaps sound. It is 
primarily a matter of knowing one’s subordinates, assessing their 
potentialities and their level of aspiration. If the supervisor is 
aware that a man’s ambitions far exceed his abilities, he must 
bring the two into more realistic alignment. This is a gradual 
process. If he’s not sure himself what the man’s potentialities are, 
he should keep an open mind, but create situations and oppor- 
tunities that will enable him to find out. 

2. Broadening opportunities for participation. This does not 
mean making synthetic efforts to stimulate participation for its 
own sake. Such seemingly altruistic gestures are soon recognized 
for what they are and are justifiably resented. To have any real 
meaning, participation must serve a useful purpose. The seasoned 
manager who has been with the company a number of years can 
often make a real contribution in serving on committees where 
his experience and judgment can be used to practical advantage. 
The same is true of consultation on special problems that arise 
within the department. In addition, given the opportunity, such 
a man can often make a valuable (and to him very satisfying) 
| contribution to the company’s training program for junior super- 


visors. 

3. Giving new assignments. Whenever a man gets into a rut 

, on the job one might well ask whether his supervisor hasn’t helped 
create the situation by default. It’s true that it may take more time 

; or entail some extra efforts to give a man new assignments or 


3 special projects to. work on from time to time. It’s only human to 
succumb to the temptation to keep him on the kind of work that 
f you know he can do dependably and well. But variety is the spice 
. of life, and the hours between nine and five are no exception. 
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Apart from its so-called morale value, an occasional change of focus 
can often produce exceptional work. 

4. Extending privileges. In the matter of job perquisites, much 
will depend upon the type of person, his needs, and the situation 
itelf. Privileges that could be extended include: memberships in 
professional organizations; opportunities for travel; extra vacation 
time; greater flexibility in time spent in the office; attendance at 
university courses and seminars; and similar extras that make the 
job more rewarding. 

But any specific action must be sincerely taken and not merely 
adopted to provide an “out” in a given situation. Individual con- 
sideration, in terms of each person’s age, his past performance and 
contributions, his general make-up, and the current situation, is a 
must. 

Finally, one of the most important elements in job satisfaction 
for someone in the management ranks is his boss’s personal example 
—one that encourages him frankly to say what he thinks and 
feels—one that values agreement, but accepts differences. 


REAL SATISFACTIONS—AND REALISTIC GOALS 


Certainly there are no easy—or complete—answers to the prob- 
lem of the manager who is approaching the limits of his mobility 
within the organization. But half the battle is to recognize that the 
problem does exist—is, in fact, part of the price we pay for the 
privilege of making advancement a selective rather than an auto- 
matic process. And we can anticipate it to a large extent if we 
concentrate on building real satisfactions into the manager's job 
and helping him to develop realistic aspirations about the future. @ 
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Corporate Citizenship 


and the Businessman 
A Working Program for Action 


= Ralph J. Cordiner 


Chairman of the Board 
General Electric Company 


SINCE THE TURN OF THE CENTURY, it has been fashionable in 
some circles to picture the businessman as a narrow, insensitive 
person, so obsessed with making money that he has neither the 
interest nor the qualifications to think in terms of human and social 
values. One of the principal aims of the schools for management 
has been to remedy that supposed deficiency. At any rate, signs of 
social responsibility among business managers are eagerly seized 
upon and applauded, and awards for business statesmanship are 
given to be sure that such unexpected mutations of the breed are 
recognized and encouraged. 

But a new note has been creeping into the literature of social 
criticism: we see the beginnings of an attack upon social responsi- 
bility in business. The essence of the criticism is that social 
responsibilities are a distraction from the businessman’s basic job of 
earning a profit. The reader is told that a businessman who pays 





From an address before the Harvard Business School Club of New York. 
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attention to social responsibilities is likely to make softheaded deci- 
sions, and he is going to find himself running last in the race with 
hardheaded, socially irresponsible competitors. 

It is also suggested that the socially responsible businessman may 
be so successful in fulfilling the basic needs and desires of people— 
especially the employees—that they will become overly dependent 
upon him. In the view of these critics, such a course would be 
presuming on the prerogatives of government. These critics would 
apparently prefer that people look to the government for the satisfac- 
tion of their needs and desires, instead of working together to achieve 
some of them in the businesses where they have chosen to work. 
There is also the suggestion that, through satisfying people’s needs, 
businesses may attain too much power—in spite of the vigorous 
competition of other institutions for the loyalties of our fellow 
citizens. 

Criticism of this sort has a peculiar ring. It is based on the 
unspoken premise that profits are basically antisocial and can only 
be obtained by ruthlessly disregarding the interests of society. It 
seems to regard society fundamentally as a struggle for power— 
a class struggle, one might say. The criticism also carries a strong 
preference for granting more and more control over economic life 
to central government. 

Any new and significant advance, such as the rapidly increasing 
social and political awareness of professional managers, does intro- 
duce problems. There are many questions of judgment, and new 
standards must be evolved for policy guidance. Business and 
society are so closely intertwined that nearly every business decision 
has some social implications, and answers are not always clear-cut. 


SOCIAL AND ECONOMIC RESPONSIBILITY 

It must be clearly understood that the so-called “social responsi- 
bilities” are not a charitable activity or an excuse for decisions that 
violate the laws of economics. Sound economic decisions are, in 
fact, the best assurance that a business will serve the interests of 
society. A business that competes hard, stays responsive to the 
market, and is managed to earn the optimum profits, both short- 
and long-term, will in that very process perform its basic social 
function. 


16 THE MANAGEMENT REVIEW 








EW 





Some of the new criticism is unquestionably sincere and helpful, 
even if it takes the extreme form of denying the value of social 
responsibility or suggesting that social responsibility cannot be ful- 
filled without some economic loss. But let us not be naive. Some 
of the criticism is also put forth to keep the businessman from doing 
those things that must be done to win the understanding and support 
of all the participants in the enterprise. It is designed to keep him 
from defending his company against outside forces that have as much 
effect on his company’s success-as the internal management problems. 

For instance, this criticism is clearly designed to discourage the 
development of political initiative by businessmen. It is hard enough 
to persuade the businessman to accept his political responsibilities, 
after he has ignored them for so many years. If those who wish him 
to remain politically ineffective can persuade him that such matters 
would only distract him from proper business matters, they will nip 
the whole movement in the bud. That would be most unfortunate, 
because this country desperately needs a politically articulate and 
politically effective business community. 


BUSINESS AND SOCIETY 


The substance of social responsibility is found in the issues dealt 
with and the decisions made in the normal course of business. The 
prime function of business in the United States is to provide goods 
and services at a profit, in competition with others. Over a short 
time span, this can be done responsibly or irresponsibly. 

It is sometimes possible to obtain high profits for a limited time 
by being totally irresponsible: by deceiving customers, underpaying 
employees and shareowners, milking the community, operating out 
at the edge of the law, and in general following the pitchman’s 
prescription, “Get in, get the loot, and get out.” 

But a business concern that is looking for sustained economic 
growth and profitability will adopt wiser policies. Such a company 
will attempt to earn the continued patronage of its customers by 
always striving to offer better values. One of the great stimulants 
of progress in the United States is the acceptance, in the business 
community, of the idea that greatest growth and profits lie in con- 
stant efforts to increase the productivity of research, development, 
production, and distribution. This is evidence of growing social 
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responsibility among businessmen, backed up by sound economic 
experience. 


INVESTMENT 


The General Electric Company does not have to spend more money 
on research and development in a year than it earns in profits, but 
it has been doing so for a number of years. It is our conviction that 
risking the shareowners’ money on research and development has 
been a major factor in the company’s rather phenomenal growth. 
Employment at General Electric has been increasing about five times 
as fast as employment in the United States since 1939. Today, 
about 80,000 persons—one-third of the company’s employees—are 
working on products that General Electric did not make before the 
war. These 80,000 employment opportunities were literally created 
by research and development. 


Investing in R&D 


Research and development is a risk area where there are many 
dry holes before you strike a gusher, and where heavy investment 
will not necessarily assure profits. But such creative risks provide 
the growing edge of the expanding United States economy. They 
represent the solid accomplishments of businessmen in meeting their 
social responsibilities while faithfully “minding their own business” 


- in pursuit of optimum profit. 


New facilities 


Investments in new facilities also raise questions that have social 
implications. Since World War II, General Electric has invested 
about $1.6 billion in laboratories and manufacturing facilities. 
Where should these facilities be located? Such decisions are made, 
in General Electric, by the general managers of more than 100 
operating departments, which have profit-and-loss responsibility for 
a given line of products. They are not decidec at the New York 
executive office. 

The pattern that has emerged indicates that these general 
managers have been sensitive to moral and social considerations as 
well as the inescapable disciplines of competitive economics. Before 
World War II, General Electric was concentrated largely in the 
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northeastern states. After the war, population and markets moved 
south and west. It is natural that some of General Electric’s invest- 
ments have followed the markets, and new factories and laboratories 
have been located in states where General Electric had no facilities 
before the war. 


Older .acilities 


But this does not mean that General Electric has abandoned its 
older locations. Since the war, General Electric has invested more 
money in facilities at the older locations such as Schenectady, N. Y.; 
Lynn and Pittsfield, Mass.; Bridgeport, Conn.; and Fort Wayne, 
Ind., than was invested in all the new plants established during the 
same period. General Electric now has manufacturing facilities 
and laboratories in 29 states, compared with 13 states 20 years ago. 
The company’s average annual employment last year in the 13 
original states was 100,000 greater than it had been 20 years ago. 
At a time when charges of “runaway industry” are loosely made, it 
would seem clear that General Electric’s department managers have 
been trying to make their capital investments with a genuine respect 
for the social and moral factors that bear on these economic deci- 
sions. With such investments in the older locations, the company 
is doing its best to keep them competitive with other communities. 


EMPLOYEE RELATIONS 


Another important area for the exercise of social responsibility is 
the company’s relationship with employees. 

This relationship presents many opportunities, not only to follow 
socially enlightened practices, but also to pioneer in genuine social 
innovations based on sound economics. Many years before any of 
General Electric's employees were unionized, the company estab- 
lished a tradition of creative employee relations which is best ex- 
emplified by a list of mutually profitable employee benefits in which 
General Electric has been among the pioneers. 


Employee benefit programs 
Beginning with employee suggestion awards in 1906, the list 
includes safety and health programs in 1907; pensions in 1912; 
(Continued on page 75) 
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» \& Are Creative People 
: “Different”? 


DEVELOPING INCENTIVES FOR 
SCIENTISTS AND ENGINEERS 


m James L. Wyatt 
Booz, Allen & Hamilton 


Tue rarip rise of research, development, and engineering de- 
partments within industry has created many misconceptions about 
the scientist. Among these are beliefs that the scientist belongs to 
a strange breed, is difficult to supervise and administer, operates 
better if left to himself, and cannot be evaluated in terms of any 
business productivity yardsticks. 

Investigation reveals that such opinions are not true. Last year, 
more than 3,500 scientists and engineers were surveyed by Booz, 
Allen & Hamilton, and the results indicate that managers who treat 
their scientific personnel as a breed apart are barking up the wrong 
tree. Among other things, the survey found that scientists in 
industry: 

1. Want to work under relatively close administrative controls. 

2. Have an urgent need to know precisely what management 

requires of them. 

3. Exhibit the same personal traits found generally in ambitious, 

nonscientific people. 

4. Resent being categorized as “business freaks.” 
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Because the survey sample found a remarkable similarity among 
scientific and engineering personnel regardless of industry or loca- 
tion, the findings appear to be fairly representative of all such 
professional personnel. 

While the survey reports that scientists place financial compen- 
sation as the eighth most important job factor, most indicated they 
were dissatisfied with their existing pay system. Some 56 per cent 
wanted part of their remuneration based upon incentive pay. The 
survey also indicates that equitable compensation structure cannot 
rely heavily on seniority: Corporate scientists are relatively young, 
with more than 75 per cent under 40 and nearly 70 per cent 
earning less than $9,000 annually. These factors make effective 
administration of a compensation plan for scientific personnel even 
more difficult. 

But total compensation is not solely money. The importance of 
a complete compensation plan becomes clear when you add to it 
such factors placed highly by scientists as personal interest in assign- 
ments, opportunities for advancement, and availability of time for 
original research. 

To those familiar with scientists, these findings may come as 
no great surprise. As a class, technically trained individuals are 
likely to be rather strongly self-centered and desirous of staff posi- 
tion and stature. They are frequently antagonistic to and compete 
with other technical staff members, both within their own de- 
partment and with other groups in the corporate structure. This 
competitive attitude appears to manifest a search for individual 
recognition and could, unless properly channeled, injure the over- 
all technical effort. 

Management can no longer afford to adopt a laissez-faire attitude 
toward research and development activities. Instead, it must actively 
manage research and development to achieve more effective utiliza- 
tion of personnel. 


ELEMENTS OF A SOUND COMPENSATION SYSTEM 
The Booz, Allen & Hamilton survey rather surprisingly indicates 
that 80 per cent of America’s corporations do not have written 
salary policies available to the technical staff. This would indicate 
that compensation for scientific groups is at a low level of maturity 
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of development. It may mean that most companies have formulated 
no such policy. 

In any case, this lack of a written compensation policy calls for 
a plan—and a statement of that plan from top management. This 
need is becoming more apparent as an increasing number of manage- 
ment candidates originate in technical groups. 

A compensation system for research, development, and engineer- 
ing personnel should recognize the importance of salary adminis- 
tration, advancement opportunities, and incentive compensation. 
These basic elements include the following: 




































e Competitive starting salaries 

e Equitable system of merit-based salary increases 
e Graduated salary levels 

A “three-way-up” promotion plan 

Deferred compensation at higher levels 

Extra compensation features 

Personal recognition for professional standing 


Full knowledge of basic salary policies 


Salary Administration 


During the post-World War II era, the salary situation that 
developed in scientific organizations led to high staff turnover rates 
and general discontent at all but the lowest technical levels. The 
shortage of technically trained college graduates, coupled with an 
unprecedented industrial expansion, placed a premium on engineers 
and scientists and resulted in a rapid rise in their starting salaries. 
Average starting salaries rose from $200 a month in 1946 to about 
$485 in 1957, an increase of 143 per cent. Yet comparable rates 
of financial advancement were not realized by the older and more 
experienced members of the technical staff. The slope of the total 
salary curve flattened considerably. 

The seriousness of the “gentle incline” in salary scales appears 
most obviously in cases where new graduates are added to a cor- 
porate technical staff at a higher salary than comparable individuals 
hired six months to a year earlier are receiving. Perpetuation of 
such inequities in remuneration will always breed discontent. 

What of the future? Will the requirement for scientists continue 
to expand, perpetuating this problem, or is the recent era unique? ~ 
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During 1957, nearly 28,000 engineers were graduated —18 per cent 
more than in 1956. In spite of this, starting salaries went up 5 per 
cent. The market for new brainpower is still vigorous. 

The American Society for Engineering Education reports that 
the 1957-58 enrollment of engineering students numbered 257,777, 
and that by 1970 America will be graduating 70,000 engineers 
annually. In spite of this marked increase in availability, the U.S. 
Office of Education forecasts an annual shortage of 8,000 engineers 
for each of the next ten years. 

Management appears to face a continuing shortage of available 
scientific manpower, and the establishment of equitable salary 
scales will be one important way of getting and holding your share 
of technical personnel. Effective salary administration will require 
firm and sometimes strongly positive actions to insure a reasonable 
degree of salary propriety. An effective program should include: 

1. Position evaluation, based on accurate, written job descrip- 
tions. 

2. Establishment of relative position importance, and assignment 
of salary ranges for each position. 

3. Use of a proficiency rating system to evaluate individuals, 
the size and frequency of their salary increases, and their suitability 
for promotion. 

4. Periodic reviews of the salary structure base to correct accru- 
ing inequities. 

5. A management-supervised, fixed-period personal review of 
every staff member. 

6. A plan for educating staff members to the review system and 
for keeping individuals informed of their status and growth po- 
tential. 

Application of these and related principles of personnel adminis- 
tration, based on a thorough study of the specific organization and 
staff, can be effective in achieving a workable relationship that 
satisfies the salary desires of the scientist. 


Advancement Opportunities 


An important aspect of total job remuneration is the opportunity 
for promotion. Prestige associated with a title can frequently mean 
as much as the salary for the position, and scientific personnel are no 
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exception to this generalization. Individuals with the drive neces- 
sary to complete a difficult college course in science are usually 
inherently ambitious; it is important to know in what directions 
their ambitions lie. 

The Booz, Allen & Hamilton survey reveals a paradoxical situa- 
tion: On the average, 38 per cent of the technical staff are desirous 
of a future in administration rather than research or engineering, 
whereas historically only 8 to 10 per cent will ultimately have the 
opportunity. Corporate management therefore has four technical 
candidates for each administrative position that will be available, 
and 75 per cent of the staff are doomed to disappointment and 
perhaps job dissatisfaction unless management recognizes the prob- 
lem and provides additional opportunities for them. 

Progressive organizations provide a “three-way-up” advancement 
plan to circumvent problems relating to promotion. They include 
opportunities in three general categories: 

1. Scientific Administration. To the unusually competent scien- 
tist who is endowed with administrative abilities, promotion within 
the scientific line organization (to such ultimate positions as director 
of research and vice president of research) provides opportunities 
for recognition of individual attributes. 

2. General Administration. Increasing numbers of top manage- 
ment people originate within the technical groups. The project or 
task force approach to research and development programs, in which 
the group leader moves into production with the project, typifies one 
avenue of transition from research to manufacturing. Many highly 
successful corporations utilize this approach extensively, and thus 
provide additional opportunities for qualified scientists and engineers. 

3. Professional Recognition. Many scientists and engineers are 
relatively weak in administrative capabilities, yet they are no less 
desirous of advancement. The establishment of scientist ranks, 
which recognize technical excellence and accomplishments, provides 
the much-needed “third way up.” Positions outside the normal 
research line organization, such as “senior scientist” and “corporate 
metallurgist,” are typical. Such positions may be advisory in func- 
tion, but they may involve individual research or scientific endeavor 
as well as general consultation in the fields of the individual's 


(Continued on page 82) 
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BUSINESS 


DIGESTS OF THE MONTH 








Profit Margins: 
Are They Up 


to Stay? 


Condensed from Business Week 


B USINESSMEN are well aware that 
general recovery has sent earnings 
shooting up much faster than sales, 
reaching close to their levels of early 
1957. What businessmen still aren’t 
sure of is the meaning behind those 
climbing profit margins. Do they rep- 
resent merely the normal improve- 
ment that historically has followed 
every recession? Or do they point to 
a new trend toward greater profitabil- 
ity? 

The answer will be important for 
the whole economy. If profit margins 
are merely following their usual pat- 
tern—widening as a recession ends, 
then tapering as business continues to 
improve—they should soon be peak- 
ing out. Business would have to push 
extra hard to keep sales, and with 
them earnings, moving upward. And 
a profits pinch will be felt if manu- 





facturers are forced to meet demands 
for higher wages this summer. 

On the other hand, if the presently 
climbing margins reflect a new and 
basic profitability, it might mean that 
at least in some cases technological 
efficiency is catching up with costs. 
That in turn could encourage a new 
burst of capital spending, both for 
modernization and for new plant and 
equipment. 

Recently, Business Week reporters 
across the nation asked management 
men what they thought about the 
trend. The answers show that a solid 
minority are suspending judgment 
until results are in for the third and 
fourth quarters—and the impact of 
any strikes is known. 

The majority, though, strongly 
doubt that industry is on the thresh- 
old of a new and higher standard of 


Business Week (May 9, 1959), @ 1959 by McGraw-Hill Publishing Co., Inc. 
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what’s normal. Most said that the ris- 
ing profit margins are directly due to 
dramatic post-recession gains in vol- 
ume, and are essentially only part of 
a typical business recovery. Said an 
oil economist: “The extra work de- 
manded by bigger sales volume will 
soon require a permanent increase in 
workers, and then you’re back on the 
plateau . . . I think the upswing in 
margins will peak out soon.” 

Economies born of the recession 
came in for a pat on the back. Many 
companies boasted of surgery done 
on “inflexible costs” during last year’s 
business decline; they even ventured 
to hope that business would not let its 
costs grow fat again when the upturn 
is well under way. 

These hopes leave most financial 
people cold; they call the cost cutting 
just “the aftermath of the recession— 
while the lesson still is fresh.” Even 
many management men now profiting 
from economies are reluctant to pre- 
dict any long-term trend in the rise 
of profit margins. Costs, they said, 
continue to rise—they blame it most- 
ly on labor—and there is little 
chance of substantial reductions. 
Many even wonder whether they can 
hold their present gains. 

This majority opinion faces a hard 
core of dissenters. Especially in 
steel, and in some chemical compan- 
ies, there is a belief that the trend 
may be long-range. A scattering of 
individual companies in other indus- 
tries also say that rebounding sales 
have given them their first real 
chance to cash in on the efficiencies 
and improvements installed during 
the past few years. 

These dissenters have dumped 
huge chunks of cash into new plant 
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equipment, and techniques. Now they 
believe their reward in higher profit 
margins is a permanent thing, one 
that other manufacturers could enjoy 
if they had the courage to invest in 
new plant. 

In 1958, profit margins slipped for 
the fourth straight year. Many statis-. 
ticians found them the lowest since 
1945. In a study of manufacturing 
as a whole, the First National City 
Bank of N. Y. found that the 6.7 per 
cent average profit margin of 1955 
fell to 5.9 per cent in 1957, and to 
5.2 per cent last year. 

This year, there’s little doubt that 
business generally will have higher 
profit margins, but most companies 
believe that by the time full-year re- 
turns are in the gains will be moder- 
ate. Most of them are aiming at 1955 
levels, rather than the loftier marks 
of the late 1940's. 

This attitude is based on the tra- 
ditional cycle in profit margins. When 
business starts to fall off, margins 
drop at an even faster pace because 
fixed costs and overhead can’t be cut 
back as fast as other costs. As the re- 
cession continues, the cutting of fixed 
costs and overhead catches up. 

When the upswing comes, the 
process is reversed. At first, fixed 
costs and overhead remain fairly sta- 
ble at their low point, while business 
picks up. Then, as the upturn con- 
tinues, it becomes necessary to in- 
crease operating costs, and fixed costs 
may increase as well. Thus, as a re- 
cession ends there’s a big jump in 
profit margins, but they shrink later 
as overhead mounts. 

Today, scores of companies believe 
they are caught in this pattern. For 
instance, Philadelphia’s General Re- 
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fractories Co. in 1955-57 had profits 
that ran around 10 per cent of the 
sales dollar. Last year, the margin 
plummeted to 2 per cent, but it 
climbed back to 6 per cent in the 
first quarter of 1959. The company 
expects a little more improvement 
later this year, but doesn’t think it 
will get back to 10 per cent. 

Generally, the companies that have 
already scored gains in profit margins 
credit increased volume. Says a 
southern manufacturer of high volt- 
age equipment: “The real key to bet- 
ter earnings for us is increased sales 
volume. There’s just not any clever 
way around labor and raw material 
costs.” 

A good many companies feel that 
automation and other efficiencies are 
coming into their own, but in some 
cases the savings have barely offset 
the rise in labor costs. In Chicago, 
American Hospital Supply Corp. tried 
to prune costs by installing improved 
materials handling equipment in one 
plant and automatic chromium plat- 
ing equipment in another. E. G. 
Kuchel, the treasurer, says the im- 
provements merely offset increased 
costs of trucking and warehousing. 

Some manufacturers doubt they 
can hold the gains already made, es- 
pecially if the steelworkers get a big 
wage increase. And _ boosting prices 
isn’t regarded as a cure by many, for 
two reasons: 

It might reduce sales volume, 
which must be kept up because of 
high fixed costs. 

Higher prices are eventually felt 
by all industry. 

The bleak expectations of the ma- 
jority contrast sharply with the cheer- 
ful reports of the few companies that 
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are cashing in. on the built-in cost 
saving devices in their big expansion 
programs. 

A case in point is Monsanto Chem- 
ical. Last year, its sales were up 17.5 
per cent, earnings up 87 per cent, 
over 1957. This year, first-quarter 
sales hopped another 23 per cent, 
earnings 107 per cent. Monsanto 
credits this big jump in profit margins 
very largely to efficiencies introduced 
in the past two years. Just in 1958, 
the company says, technological im- 
provements added about $5 million 
to earnings. Monsanto is concentrat- 
ing on finding cheaper ways to make 
high-volume products; along this line 
it plans 1959 capital outlays of $80 
million, about 10 per cent more than 
last year. 

The steel companies—notably U. S. 
Steel—have been in the forefront of 
the quest for higher productivity and 
lower costs. As a whole, the industry 
has been pouring well over $1 billion 
annually for eight years into new 
plant and equipment. 

This spending seems to be paying 
off now— moderately for some, greatly 
for others. Granite Steel reports that 
its seven open hearth furnaces can 
each now turn out 28 tons of steel 
per hour; in 1955, the figure was 
19 tons. 

Even American Motors Corp. says 
that the wide public acceptance of 
its Ramblers is not the only cause 
of its stunning accomplishments in 
the past year. Credit is also given to 
“maintenance of our automotive 
breakeven point at a low level, plus a 
one-third increase in productive capa- 
city for the relatively small expendi- 
ture of $10 million, with little in- 
crease in fixed costs.” @ 
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The New Masses 


The traditional concepts of working class, middle 
class, and upper class have undergone some 
radical changes in the past decade ... 


By Daniel Seligman 


Condensed from Fortune 


QO NLY TEN YEARS AGO, the follow- 
ing description of an American fami- 
ly’s style of life would have enabled 
one to form some fairly firm impres- 
sions about the father’s occupation 
and the general social “rank” of the 
family: 

The parents, who are about 40, 
live with their two boys in a comfort- 
able six-room suburban house outfit- 
ted with a full line of appliances, 
a television set that is in more or less 
constant use, and a car in which the 
father drives to work. The car is also 
used for camping trips during the 
summer. The mother shops at a local 
supermarket and at several local de- 
partment stores; the boys attend the 
good local public schools; and on 
weekends the family often goes swim- 
ming at a local beach, although re- 
cently the father and mother and 
their older son have begun to take 
an interest in golf. 

Given these facts in 1949, one 
might have inferred, quite reason- 
ably, that the head of the house was 
a lower or middle-echelon executive, 
or salesman, or the proprietor or part 
owner of some small business, or a 
professional man, and that the 


family’s position in society was solidly 
middle class. 

Given these same facts in 1959, 
one could deduce practically nothing 
about the family’s social rank or the 
father’s occupation. For the fact is 
that in the past few years the broad 
style of life described above has be- 
come available, not only to an identi- 
fiable “middle class,” but to a great 
mass of Americans, perhaps even a 
majority. The family head today 
might be a truck driver earning 
$5,500, a college professor earning 
$7,000, a life-insurance salesman 
earning $8,000, a skilled production 
worker earning $9,000, an airline 
pilot earning $15,000, or an execu- 
tive earning $18,000. In the new 
American society, it is increasingly 
difficult to tell the players apart with- 
out subpoenaing their tax returns. 

Many otherwise alert Americans 
continue to think and talk of their 
countrymen as though all of them 
could be sorted out into the three 
clear-cut classes. The biggest of 
these, of course, would be a low- 
income working class, symbolized 
most aptly by the “blue collars” in 
manufacturing, but also including 


Fortune (May, 1959), © 1959 by Time, Inc. 
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farmers. Then there would be the 
middle-income middle class, whose 
prototype is the small proprietor, or 
the professional or white-collar em- 
ployee. And at the top there would 
be a small layer of important busi- 
nessmen, prominent professionals, 
government officials, etc. Europeans 
would forthrightly call this the Amer- 
ican upper class; Americans them- 
selves are more likely to speak of 
rich people, society people, big shots, 
etc., and of course nobody is more 
reluctant to say “upper class” than a 
qualified member. 

These traditional class concepts 
still have a kind of shorthand utility 
in connoting various styles of life, 
but when they are used to denote a 
neatly layered social pyramid they are 
today simply a source of confusion. 
For one thing, the shape is all 
wrong: by income standards, at least, 
what we have in the U.S. today more 
nearly resembles a diamond than a 
pyramid—i.e., there are more people 
in the middle than there are at the 
top or bottom. 

The basic reason for the increased 
confusion about class in the U.S. is 
the steady growth in the number of 
Americans who can afford at least 
some of the amenities once associated 
with the highest positions in our 
society. If most “workers” still can- 
not afford $110 suits, boats, Thun- 
derbirds, and trips to Florida, they 
have at least enough discretionary in- 
come so that they can have some of 
these things some of the time. As 
much as five years ago, 43 per cent 
of all nonfarm families had become 
concentrated in the middle-income 
range—i.e., they had cash income 
after taxes of $4,000 to $7,500 (in 
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1953 dollars); and almost 60 per 
cent of these families were actually 
headed by blue-collar workers. This 
bunching-around-the-middle has _per- 
sisted in the years since 1954, with 
the noteworthy difference that the 
“middle” keeps moving higher up on 
the money scale. Now about 43 per 
cent of all nonfarm families have 
after-tax cash incomes between 
$5,000 and $10,000 (Cin current 
dollars). 

The most conspicuous breakdown 
of class lines is the one that has taken 
place just in the past five years as 
the ex-“proletarians” who are now 
the heart of the middle-income class 
began finally to adopt a middle-class 
style of life. This phenomenon, por- 
tentous in its implications for the 
markets of the 1960’s, is hard to ex- 
press statistically, but there can no 
longer be any doubt about the broad 
facts of the case. 

How many blue-collar families have 
arrived in the suburbs? In an effort 
to gauge the impact of the blue-collar 
families on suburbia, and vice versa, 
Fortune recently surveyed real-estate 
agents and _ developers, _ bankers, 
school officials, as well as some so- 
ciologists, in the suburbs of seven 
major metropolitan areas. There was 
almost unanimous agreement among 
these observers that the blue collars 
have moved increasingly into subur- 
ban homes, especially those in the 
$10,000-to-$15,000 price range— 
though there are sizable numbers of 
sales all the way up to $21,000. An 
agent in northeastern Philadelphia 
guessed that about half the $15,000- 
to-$20,000 homes he sold last year 
went to skilled blue-collar workers; 
and near Dallas there is a new devel- 
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opment of some 200 homes in the 
same price range that are almost en- 
tirely occupied by production workers 
for Texas Instruments. On the other 
hand, an agent near Atlanta who has 
also sold many homes to skilled work- 
ers—especially to airline mechanics 
and Ford assembly-plant employees— 
finds that not many of them break 
through the $10,000 price barrier. 

In 1954, Fortune estimated that 
about 30 million Americans lived in 
communities that were “strictly sub- 
urban” in character. The figure is in 
the neighborhood of 40 million today, 
and comprises about one-quarter of 
all nonfarm families. Fortune’s sur- 
vey suggests that perhaps a quarter 
of these are now blue-collar families, 
and in the newer suburban develop- 
ments the proportion may be over a 
third. 

While the older class lines are los- 
ing their meaning, it would be wildly 
unrealistic to argue that the U.S. is 
developing into a society of equals. 
Instead of having a fairly clear posi- 
tion in an oversimplified but still 
identifiable “class,” the American of 
1959 and the 1960’s is seen by the 
sociologists as a man with a “status.” 
There are dozens “f shadings of 
status—of a man’s standing in the 
eyes of others. Status is more easily 
changed, obviously, than class. A 
family’s status may jump a notch not 
only with the father’s promotion at 
the office, but with the mother’s elec- 
tion to the chairmanship of a sub- 
urban charity drive or the son’s en- 
rollment at the state university. 

Spending and status are still inti- 
mately related, of course, but the 
nuances involve much more than dis- 
plays of income and raw purchasing 
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power, since status is importantly 
bound up with education—which im- 
plies, among other things, the exer- 
cise of good taste in consumption. 
There is the “keeping-down-with-the- 
Joneses” phenomenon so often seen 
in modern suburbia, which is not so 
much a pressure against heavy spend- 
ing as a pressure to spend money as 
educated men are supposed to spend 
it—i.e., on fine high-fidelity sets and 
good wines rather than expensive fur 
coats and cars. And yet—just to 
complicate things still more—there 
has been such a proliferation of in- 
teresting, sophisticated, or chic things 
to spend money on that it is increas- 
ingly difficult to say that any two or 
three of these things are the badges 
of status. 

Of all corporate employees, the 
blue collars have been traditionally 
the least concerned about status, be- 
cause their status seemed quite unam- 
biguous. Their wages, job descrip- 
tions, even their vacation privileges 
and other fringes have generally been 
matters of public record (in a union 
contract). And whatever his dreams 
for his son, the future of the blue- 
collar man himself has been fairly 
predictable, for he moves up in ac- 
cordance with seniority rosters that 
are posted publicly; he has no im- 
portant opportunities to advance by 
pulling wires or gaining favor with 
his superiors. Hence he has taken his 
job position as something “fixed”; he 
has not dwelt on the social implica- 
tions of his job, but has seen it as a 
means to make money. 

There are some signs, however, 
that the blue collars are becoming 
more preoccupied with status: in 
part because they are now living with 
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white collars in the suburbs, and hav- 
ing their first prolonged exposure to 
the latter’s values; and in part be- 
cause of the changing nature of blue- 
collar work. The blue-collar labor 
force is becoming much more skilled 
—which means it is becoming more 
mobile—and at its higher reaches, as 
the technology of U.S. production 
becomes more and more advanced, 
the labor force is becoming “profes- 
sionalized.”. To some extent, the 
skilled blue-collar worker, eating now 
in the same company cafeteria as the 
white collar, working now in shirt- 
sleeves instead of “work clothes,” 
driving home from work to a middle- 
class suburban community, is begin- 
ning to feel the first twinges of con- 
cern about his status in society. 

The increased bunching of Ameri- 
cans around the middle-income 
levels, the increased blurring of oc- 
cupational distinctions, and the in- 
creased adoption of middle-class _liv- 
ing styles by families of diverse occu- 


pational background have all tended 
to make the U.S. a much more homo- 
geneous society. Many Americans ap- 
pear to be disturbed by this trend, 
and to detect in it a threat to their 
own sense of individuality; they are 
endlessly complaining about “con- 
formity” and “togetherness.” 

But the complaints seem to miss a 
crucial point about the new society— 
a point that most marketing men 
have not missed. The point is that 
while our society is more homogene- 
ous, the individual’s own opportuni- 
ties to live in diverse fashions have 
been expanded considerably. The 
man in the Ivy League suit may be a 
millionaire or a skilled machinist, and 
so may the man at the wheel of the 
sports car and the man on the beach 
in Miami. To the spectator, this may 
look like a new uniformity; to the 
machinist, it involves a new diver- 
sity—a diversity that, it may safely 
be presumed, he is enjoying im- 
mensely. 4 


The Swift Completion ... ? 


U.S. marx still travels at a horse-and-buggy pace. A recent survey by 
Industrial Development magazine indicates that the average travel speed 
for first-class mail—from time of postmark to actual delivery—is 12 miles 
an hour. The survey was based on letters posted in cities throughout 


the country. 


Letters traveling greater distances showed higher average speeds, ap- 
parently because handling time is a smaller part of the total time en route. 
The average speed for first-class letters going more than 500 miles was 
16.1 miles per hour. For letters going less than 500 miles, the average 
speed was 9.8 miles per hour. Between Birmingham and Atlanta, a 
distance of about 150 miles, one first-class letter took 85 hours, for a net 


speed of 1.8 miles per hour. 


Transit time for first-class mail between the same cities varies widely. 
For example, delivery times for letters from New York to Atlanta ranged 


from 38.5 hours to 109 hours. 
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By Joseph M. Guilfoyle 
Condensed from The Wall Street Journal 


A MIDWESTERN OWNER of 10,000 
shares of a dormant mining company 
stock selling for 75 cents a share 
(considerably less than he’d paid for 
it) received an exciting telegram one 
day. 

“Will pay $3.75 for 20,000 shares 
of (naming the company) all or none 
basis,” it read, over the signature of 
an old-line investment house. 

The man immediately instructed 
his broker to buy the 10,000 shares 
necessary to bring his holdings up 
to the specified 20,000-share figure. 
To get the additional shares, however, 
he had to pay as high as $1.50 a 
share, as his demand helped push 
up the price. The buying completed, 
he sought the sender of the wire— 
only to find the investment house 
knew nothing of the matter. Sub- 
sequently, the stock declined to 25 
cents a share, its current level. 

The wire actually had _ been 
dispatched by a stock market man- 
ipulator. He first had acquired a 
substantia! quantity of the mining 
company’s stock at the 75-cent level. 
When his victim’s heavy buying 


pushed up the price he sold out at 
a nice fat profit. 

A stock market manipulator draws 
on an arsenal of diverse and often 
subtle techniques to artificially ad- 
vance or depress prices. His opera- 
tions are as old as stock trading itself. 
But with the possible exception of 
the frenzied late 1920's, the market 
manipulator has never been busier 
than he is today, in the opinion of 
many veteran Wall Streeters. 

“All the conditions for manipula- 
tion—a small floating supply of 
securities, a booming market, and an 
avid public appetite for stocks—are 
present in the current market,” asserts 
Paul Windels, Jr., administrator of 
the Securities and Exchange Com- 
mission’s New York office. “It’s easy 
under these conditions for the man- 
ipulators to feed stock out to a 
gullible public.” The small supply of 
some securities available for buyers 
makes it possible for relatively small 
sales and purchases to bring sharp 
price changes. 

Indeed, so concerned is the SEC 
about mounting speculation in securi- 
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ties that it recently issued a public 
warning that it had spotted “increased 
indications of manipulative activity” 
in the present market. 

There are many and devious ways 
to manipulate a stock’s price, but 
today, according to C. Cameron 
Dunlap, chief of the SEC’s market 
surveillance section, the most popular 
methods are: (1) attracting attention 
by causing unusual action on the 
ticker tape; (2) finding an issue with 
a small floating supply and creating 
a shortage; (3) spreading rumors— 
false or partly true; (4) using adver- 
tising, market letters, and the like. 

In its constant drive against the 
manipulator, the SEC’s market sur- 
veillance staff in New York and 
Washington uses several weapons. For 
instance, a market expert does noth- 
ing but follow the New York Stock 
Exchange and American Stock Ex- 
change ticker tapes to spot any 
unusual or unexplained market activ- 
ity. A time clock stamps the Big 
Board tape at one minute intervals, 
to establish a time record of each 
transaction. 

The bid and asked quotations 
published by the National Daily 
Quotation Service for approximately 
12,000 over-the-counter issues are 
checked on a monthly basis. The 
Dow Jones News Ticker, leading 
newspapers and _ financial publica- 
tions, and statistical services and in- 
vestment advisory services are perused 
daily. 

When the market sleuths spot 
anything suspicious in a stock’s price 
movements, all the known informa- 
tion regarding it is examined to 
determine if an investigation is neces- 
sary. If no violations are uncovered, 
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the probe is closed. If, however, a 
more intensive probe seems to be in 
order, the commission can and does 
issue subpoenas for witnesses to 
testify before it. Investigations 
launched by the New York office 
alone now run as high as 10 a week. 

In one recent case, heavy trading 
in a mining stock listed on a regional 
exchange gave the market surveillance 
detectives the first hint that manip- 
ulators were at work. Investigation 
revealed that two securities dealers 
—-they held a large block of the 
company’s stock—were creating an 
artificial market for the shares by 
buying and selling shares to each 
other at successively higher prices. 
Most of the buying, it was discovered, 
was concentrated at the opening and 
close of the trading day, a favorite 
tactic of many manipulators. They 
believe that a price run-up at either 
the opening or close will excite more 
public interest in a stock than it 
would, say, at midday. In one day 
alone, the two conspirators ran up 
the price of the stock more than 25 
per cent. 

To further the illusion _ that 
there was widespread public interest 
in the stock, the promoters placed 
orders for the purchase and sale of 
small amounts of shares with numer- 
ous other brokers and dealers. As 
the price rose on the exchange, the 
two schemers unloaded their total 
holdings in the over-the-counter mar- 
ket at prices a couple of cents below 
those they were establishing in the 
exchange. 

One of the most fertile fields for 
stock manipulators is the over-the- 
counter market, judging from their 
activity there. One reason for this, 
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say market experts, is that an un- 
scrupulous dealer can arbitrarily set 
a price for a stock which has little 
relationship to its true value. 

A dealer who had picked up a block 
of near-worthless stock set a fictitious 
price of $1 a share on it. He then 
had the stock quoted on the National 
Daily Quotation Service price list. 
Any dealer who is a member of the 
National Association of Securities 
Dealers and subscribes to this service 
has the right to submit quotations for 
as many as ten different stocks. The 
Association, of course, polices its 
membership to try to keep out all but 
reputable dealers. According to the 
SEC, quotes published in these lists 
are nothing more than an indication 
a broker will buy or sell the security 
at the quoted figures. 

Slowly, to avoid suspicion, the 
dealer advanced the listed price to a 
peak of 33@ bid, 3% asked. Then, 
for between $2 and $3 a share, he 
unloaded most of his shares on a 
gullible public eager to get in on a 
rising, cheap stock. 


Bargaining for Bagels 


OFF-BEAT FRINGE BENEFITS are appearing more often in union contracts 
these days. International Association of Machinists, for example, has 








Perhaps the manipulators who give 
the biggest headaches to the stock 
market watchdogs, because they’re 
the hardest to track down, are the 
rumor spreaders. A case in point 
involved the common stock of an 
old but inactive aircraft company. 
Two brokerage firms disseminated 
false reports that a group of New 
York bankers had arranged to finance 
the company for the next ten years; 
that dividends would be resumed 
shortly; that the company had re- 
ceived a multimillion-dollar govern- 
ment contract for guided missile 
research. In addition, eye-catching 
pamphlets, falsely listing guided mis- 
siles, helicopters, aero cars, and 
torpedo boats as some of the com- 
pany’s products, were widely distrib- 
uted among prospective buyers of the 
stock. 

Using these devices, the two 
brokerage firms managed to sell 350,- 
000 shares of the company’s stock 
at unrealistically high prices before 
the SEC finally caught up with 
them. $ 





several contracts in which members get a day off cach three months to 
conduct personal business. A New York brewery allows workers to con- 
sume its beer at certain times during the working day, and a bakery’s 
employees can take home 24 free bagels daily. 

One New York concern bestows an extra day’s pay on the anniversary 
of each worker’s employment. A Seattle meat-cutters’ contract requires 
assurance that workers are in good physical shape before they are fired. 
No worker, the agreement states, shall be dismissed “during or immedi- 
ately following an illness or accident.” 

—Industrial Relations News 1/24/59. 
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Not only the consumer, but industry, too, 





has moved from the metropolitan areas, and 


many industrial marketing policies and 
techniques will have to be reshaped ... 


Selling in Interurbia: 


New Demands on Industrial Marketing 


Condensed from Sales Management 


A NEW CONCEPT of _ industrial 
plant location makes it imperative for 
marketers of industrial goods to re- 
shape their marketing policies and 
techniques. The new _ concept, 
whether called interurbia, megalopo- 
lis, or regional urbanization, has up 
till now received attention primarily 
from the standpoint of consumer 
goods marketing, but it will have an 
equally important impact on_ the 
marketing of industrial products. 

It is not only the consumer who 
has migrated from the metropolitan 
area; industry too has moved out- 
ward, even beyond existing suburbs 
into a different type of area. Land 
that was previously marginal for in- 
dustry use is now considered ideal. 
Factories, in order to secure certain 
advantages like horizontal plant 
layout and massive parking lots, have 
leap-frogged into rural areas and 
then attracted labor. Other plants 
have located near untapped sources 
of labor in interurbia. 

How will the rapid increase in 


interurbia affect industrial market- 
ing? For one thing, it will make 
present territorial data obsolete. Any 
index of sales potential that is based 
on census data should be reconsidered 
in the light of the significant increase 
in industrial dispersion since 1954. 
New, more current data will be 
needed. While basic sales forecasting 
methods may remain unchanged, 
greater ingenuity in gathering and in- 
terpreting the necessary data will be 
required. 

Salesmen in interurbia will spend 
more time traveling to and from cus- 
tomers. In 1954, one authority es- 
timated that about 40 per cent of 
salesmen’s time is spent in traveling. 
Assuming that the salesman works 
an 8-hour day, this means he spends 
3.2 hours per day traveling. If the 
new interurban salesman spends an 
extra hour per day traveling, which 
is a conservative estimate, traveling 
would consume 52.5 per cent of his 
time, an increase of 12.5 per cent. 
Hence, one new salesman for every 
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eight present salesmen will be re- 
quired to provide the same degree of 
customer coverage. 

Not only will transportation costs 
be up, but there will be changes in 
the types of transportation used by 
salesmen. Private planes and char- 
tered planes will be more widely used 
by suppliers whose customers are 
widely scattered. As an adjunct to 
commercial air travel, and a substi- 
tute for inadequate bus and train 
service, car rentals will take on added 
importance. 

Interurbia is likely to mean fewer 
accounts per salesman and a change 
in the character of his accounts and 
amount of earnings. If the sales- 
man is required to spend more time 
traveling and less time selling, his 
present compensation plan—if it is 
tied to sales volume—will give him 
less income. There may have to be 
greater emphasis on compensation by 
straight salary. 

When a company moves to the 
outer fringes, it does so because it 
has outgrown its present facilities. 
In its new location it may become a 
better customer; hence the supplier’s 
salesman in the new territory may 
experience a windfall. This is an- 
other reason for a re-evaluation of 
quotas and all other standards of 
performance to assure an equitable 
system of compensation. 

Management must eventually de- 
velop a sales force tailored to the 
requirements of interurbia. What 
qualities in salesmen should receive 
greater emphasis? Emotional stabil- 
ity looms large. The salesman will 
be working in areas without the con- 
veniences and comforts of the city, 
and he will be away from his family 
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for longer periods of time. Adapting 
to an entirely new mode of living— 
“motel living’—may be difficult for 
an urban salesman. Physical sta- 
mina, always critical in salesmen, 
becomes more important for the in- 
terurban salesman because of the 
extra strain of additional travel. 

A greater degree of self-sufficiency 
will be a prime requisite. As part of 
his regular sales call, the salesman 
should be capable of inspecting equip- 
ment to make sure it is functioning 
properly. He will have to be less 
dependent on the home office for 
instructions, and will probably be re- 
quired to route himself. The present 
scarcity of market data reflecting in- 
dustry dispersion makes it vital that 
the salesman be capable of channel- 
ing accurate trade information to 
his sales manager. 

Purchasers located in  interurbia 
should make special efforts to co- 
operate with the salesmen calling on 
them. The salesman traveling great 
distances—if he has made advance 
preparations—should not be_ kept 
waiting unnecessarily. Where facili- 
ties for eating, sleeping, and _ trans- 
portation are unavailable, the sales- 
man may have to be given assistance. 
Location in isolated areas means trade 
information will be more difficult to 
obtain; thus visiting salesmen become 
an important source, not to be lost 
by too brusque treatment. 

The growth of interurbia means 
that industrial marketers must dis- 
card the out-of-date concept of mar- 
ginal areas with low sales potential. 
Today, with the increasing dispersion 
of industry, no alert supplier can 
consider any part of interurbia per- 
manently marginal. @ 
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HUMAN 
RELATIONS: 
Are we on 
the right track? 















By Peter F. Drucker 


Condensed from Management Record 





® MANAGEMENT doing an ade- cent to 70 per cent have a_ high 
quate job in human relations? Is it school education ) Tomorrow, the 
making full—and proper—use of the same thing will be true for college 
behavioral sciences in its approach to education. In fact, for the kind of 
employee problems? employees management is primarily 

There are three questions that must interested in—male employees in 
be answered to get a clear picture of metropolitan areas—almost 50 per 
the human relations challenge and cent of the young men eligible are 
our response to it: in college today. 

1. Are we adequate in the scope So we face a schooled work force 
of our human relations work? doing professional, managerial, and 

Today in the U.S., for the first technical work. In most businesses, 
time, the people whom the census these people not only account for the 
calls “managerial, professional, and bulk of personnel costs, but they ac- 
technical employees” are the largest count for costs which are basically 
group in our labor force. Today, half fixed and not easily adjusted to short- 
the people in the labor force have a term economic fluctuations. 
high school education. (Their dis- How well are we adapting our 
tribution is very lopsided: Among human relations approach to these 
the people over age 50 in the labor realities? Are we preparing for the 
force, only about 20 per cent have a last war instead of the next one? 
high school education, but among the Most of our knowledge in this field 
people under age 40, about 60 per comes from working with people with 
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a few years of grammar school edu- 
cation, doing semiskilled jobs. And 
most of our present human relations 
concern is with them. The admirable 
personnel practices of many com- 
panies are for nonexempt people 
only. 

So the question is: we have come 
a long way, but does the road run 
straight ahead or do we have to 
change direction, acquire new vision, 
and mobilize our knowledge and our 
effort for the new work that must be 
done tomorrow? 

2. Is our knowledge up to date? 

Personnel administration is now 
about 40 years old. Yet we have 
added almost nothing to the tech- 
niques devised by the small band of 
pioneers who first began working in 
this field. If you take the writings 
of those pioneers in the early 1920's 
and hold them up against the per- 
sonnel department or the employee 
relations department of today, you 
will find that we are only doing a 
good deal more of what they then 
spelled out. And where it wasn’t 
spelled out, we are not doing any- 
thing. 

Placement, which was not particu- 
larly stressed in earlier days because 
employers dealt mostly with unskilled 
labor, is still almost untouched. Con- 
sidering the kind of people we have 
now—people with tremendous knowl- 
edge, people whom one cannot super- 
vise and cannot measure, people who 
have to reach for excellence by 
themselves—placement has become 
perhaps even more important than 
selection. Yet we are doing almost 
nothing about it. For almost 40 years, 
we have coasted on the knowledge 
developed by the pioneers. 
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In the field of human relations, 
the situation is one of equal and per- 
haps greater sterility. We are still 
essentially where we were in 1928 
when the “Hawthorne study” was a 
lusty baby. Of course, we are learn- 
ing new things—and they will be 
relevant to the management of people. 
There are new developments coming 
up in information theory and system 
theory. There is work on the rela- 
tionship between job structure and 
performance and development. There 
is investigation of business organiza- 
tion not as a separate structure but 
as an example of a general problem. 
We are trying to work out basic gen- 
eral theories of what is a universal 
phenomenon, namely, organization. 

This is new knowledge. But it is 
not being developed or.used by be- 
havioral scientists or personnel men. 
It is, by and large, ignored by them. 
The field of personnel management 
and human relations has not produced 
anything that goes beyond the in- 
sight of the founding fathers. Their 
work has not been picked up by the 
next generation the way it should 
have been. 

3. Are we adequate in our basic 
philosophy? 

Is there perhaps something de- 
ficient in some of our basic assump- 
tions? The answer is, “Yes.” 

There are two assumptions that 
corrupt a great deal of the little we 
know and invalidate a great deal of 
the good we are trying to do. One is 
the assumption that leads to the 
charge of manipulation. In many 
cases it is a well-founded charge. Too 
often, human relations has been used, 
or is intended to be used, to adjust 
people to what the boss thinks is 
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reality, to make them conform to a 
pattern that seems logical from the 
top down, to make them accept un- 
questioningly what we tell them. 
Sometimes I think it is better not to 
tell employees anything than to say, 
“We tell them everything, but they 
must accept it, and it is our job to 
make them accept it.” Then why 
tell them? 

Our second deficient assumption is 
that a business has a right to demand 
loyalty; that a business, in other 
words, is a total institution. Actually, 
it is only a partial institution, exist- 
ing for very limited purposes. It co- 
exists with institutions that serve 
much higher purposes of man. And 
it cannot and must never arrogate 
to itself any claim beyond what it 
needs for its purpose. 

We are violating this concept of 
business as a_ limited institution. 
When we try to gain total loyalty 
with such devices as incentive sys- 
tems and payment systems and de- 
ferred options, which become fetters 
for the individual, we are being both 
antisocial and anti-individual. We 
are stepping way beyond the bound- 
ary that any society, free or unfree, 
can allow a partial institution. 

Business is one institution in a 
pluralistic society. If it violates this 
concept, it will inevitably disappear 
in favor of a very much more power- 


Epitor’s Note: This digest is one of three papers representing different 
points of view on human relations that were presented at a National In- 
dustrial Conference Board meeting earlier this year. Digests of the remain- 
ing two papers, by Thomas G. Spates and Chris Argyris, will be presented 
in future issues. 





ful monolith than it can or should 
ever be. 


These are the three major prob- 
lems we have. They do not invalidate 
our achievements. They do spell out 
opportunities and challenges. 

We have to learn to manage the 
work of people who contribute knowl- 
edge and act through responsible 
judgment in joint effort. This means 
that we have very serious basic prob- 
lems of organization, because busi- 
ness organization is now based on the 
few with knowledge managing the 
many without, the few with decision- 
making power managing the many 
who are regimented. Now we will 
have to learn dramatically new ap- 
proaches to organization structure and 
job structure so as to develop a hu- 
man organization for performance, 
for excellence, and for growth of the 
people who must contribute knowl- 
edge and responsible judgment. 

It is our job, as managers, to un- 
derstand and to communicate this 
major thought: the basic problem of 
business in a free society is to 
find the limits of its power, because 
only then will its power be legitimate; 
to find the limits of its demands, and 
then set high demands within these 
limits; to find the true basis of its 
relationship to employees, rather than 
claiming to have all-encompassing 
authority and responsibility. 
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Packaging 


switches to 


the sott sell 


Condensed from Printers’ Ink 


—_— they are not aware of it, 
but the nation’s consumers are being 
exposed to new kinds of packaging ap- 
peals. Last year, the beginning of 
a significant shift in package design 
became apparent. Basically, this shift 
is a retreat from the loud, shrill pack- 
ages that were designed to win the 
shopper’s attention as __ self-service 
shopping grew in importance. In- 
creasing awareness that even the loud- 
est design can be lost amid equally 
strident packages on self-service dis- 
plays is stimulating a definite trend 
to subtler, more sophisticated, more 
incisive designs. 

The extent of the trend is clearly 
shown by a survey of top designers 
made recently by Printers’ Ink. They 
were asked to select what they re- 
garded as their most successful de- 
signs of the past year, to outline the 
objectives of the design, and to ana- 
lyze the elements used to attain those 
objectives. Their reports show that 
the objectives of today’s top packages 
extend far beyond that of merely win- 
ning attention, and the techniques 
employed involve much more than 


bold design. 


These new refinements in packag- 
ing should give an added impetus to 
the growth of the packaging industry. 
Total packaging volume last year was 
about $12.5 billion. If packaging 
merely keeps pace with the expan- 
sion of the U.S. economy this year, 
the 1959 total would show an in- 
crease of perhaps 5 to 10 per cent. 
As advertisers continue to invest more 
in packages that accomplish special 
merchandising objectives, however, 
the increase this year should greatly 
exceed 10 per cent. 

The dimensions of the new trend 
in packaging can be measured from 
the general observations made _ by 
the package designers in their re- 
ports. 

For example, designer Margery 
Markley declared: “I believe that we 
have reached a saturation point in 
blatant, poster-type design. The most 
effective packages, at least in the 
near future, will have a more per- 
sonal and intimate appeal.” 

Designer Frank Gianninoto likens 
the new type of package to a good 
conversationalist: “Conversation _ is 
generally informal and relaxed. So 
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is the relation between a prospective 
purchaser and a good package. The 
able conversationalist is well behaved, 
possessed of good manners, consider- 
ate. His ability to persuade is based 
on an understanding of the listener’s 
point of view and a simple, sincere, 
and logical presentation of his own. 
All this is true of the well-designed 
package, which also talks, in its own 
Way.” 

Designer Robert Zeidman comments 
on the trend this way: “A packaged 
product can no longer be presented 
just as a necessity of life; it must 
flatter the consumer by appearing to 
improve her standard of living. A 
poorly designed package on the coun- 
ter may be an insult to the cus- 
tomer’s good taste.” 

That this is not just high-flown 
theorizing is demonstrated by the ac- 
tual package designs submitted by 
the designers as their most successful 
of the past year. 

One designer, for example, used 
packaging to upgrade a_ utilitarian 
item to the gift category. Harry 
Lapow Associates packaged Startex 
Mills kitchen towels and dishcloths 
in plastic silverware trays. A small 
bow and a pennant reading “Gifts” 
decorate the film-wrapped unit. 

With this merchandising approach, 
Startex has gained much wider dis- 
tribution for its products and greater 
display in retail stores. Now mer- 
chandised both as utility and gift 
items, the towels and dishcloths have 
posted big sales gains in a relatively 
short time. 

Another designer recently devel- 
oped a gift package to upgrade Am- 
bassador men’s handkerchiefs, which 
were formerly sold in unpackaged 
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quantities of one, two, or more. Last 
year, Associated Industrial Designers 
came up with a_three-handkerchief 
package showing an ambassador 
against a background of symbols rep- 
resenting a minaret, a pyramid, 
Greek columns, and the Eiffel Tower. 
The image suggested is one of style 
and taste. Multiple purchases stimu- 
lated by the package have substantial- 
ly increased sales volume. 

The trend away from aggressive 
designs even showed up last year in 
beer packaging, which has never been 
known for the subtle approach. In 
designing the cans for G. Krueger 
Brewing Co.’s new Ambassador beer, 
Francis Blod Desing Associates tried 
to get away from the bold billboard 
approach of domestic beers and to es- 
tablish an image similar to that of the 
increasingly popular imported brands. 
Against a woodgrain background, 
there’s a festive scene of Europeans in 
colorful local costumes. 

The package that wins attention 
on self-service shelves may be harsh- 
ly obtrusive in the home, and there’s 
a growing awareness that such pack- 
ages can alienate consumers and cut 
repeat sales. One solution to this 
problem has been achieved by the 
new package design for Kitchen 
Klenzer. The product is sold in 
multipacks of three cans. The over- 
wrap strikingly identifies the brand, 
but the cans themselves are in com- 
pletely plain pastels. 

This approach was also used in a 
new face-tissue package last year. 
Here’s how Frank Gianninoto de- 
scribes the “beauty box” he designed 
for Crown-Zellerbach’s Chiffon tis- 
sues: “It is essentially a dignified, 
copy-free dispensing carton designed 
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to be appropriate and pleasing in 
bedroom, bath, or living room. It 
bears a simple gold-and-white dia- 
mond pattern that harmonizes with 
any home-interior color scheme. After 
the film overwrap is removed, only 
the bottom of the carton carries 
printing.” 

In their reports, package designers 
stressed the subtle use of color. This 
represents a significant shift, for color 
in the past has been used primarily 
for its initial visual impact on the 
shopper. Designers still consider the 
initial impact important, but color 
is also being assigned subtle image- 
creating tasks. 

Donald Deskey Associates, for ex- 
ample, has combined clear blue, 
white, and a brilliant vermilion in 
the new packages it designed for 
Johnson & Johnson’s line of surgical 
dressings. The color combination is 
planned to create an image of an 
“ethical,” modern, quality product. 

When Peter Schladermundt Asso- 
ciates redesigned the Gillette Foamy 
aerosol-lather can last year, some 
color areas were eliminated and the 
white background was enlarged. The 
expanse of white is intended to con- 
vey a feeling of cleanliness and fresh- 
ness. 

An increasingly important consid- 
eration in package design is whether 
the product can be displayed effec- 
tively by the retailer. Rubbermaid 
liner mats for sinks formerly were 
packaged flat in plastic film. They 
were cumbersome to display and, if 
displayed carelessly, they were not 
readily recognizable to the customer. 
Alan Berni designed a carton into 
which the mats are folded. Copy or 
illustrations on all sides tell the 
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product story. The more easily dis- 
played package has increased sales 
in many outlets by as much as 50 
per cent. 

One of the most dynamic trends 
in packaging last year was toward de- 
signs that stimulate greater and 
wider use of the product. When 
James Ceribelli & Co. decided to 
widen the market for its Brioschi 
antacid, which was bought almost 
solely by Italian-Americans, the first 
move was to redesign the package. 
Lippincott & Margulies used a new 
bottle shape and designed a crisp, 
clean label with an “ethical” appear- 
ance. “The new package was the 
most powerful selling point we had,” 
says Mr. Ceribelli, who has seen 
sales of his company’s product mul- 
tiply in the New York area and 
expects to expand distribution from 
coast to coast. 

The new packages for Old London 
Onion Rounds and Garlic Rounds 
show pieces of melba toast on a 
checkered napkin in a bread basket. 
The idea is to encourage use of the 
product—which has been regarded 
primarily as a cocktail snack—as 
bread at mealtime. Lane-Bender de- 
signed the new packages. 

Robert Zeidman Associates rede- 
signed the package for the U-Clean 
Mit, made by the Eisendrath Glove 
Co., so that it would appeal to men 
as well as to women. The product 
was used primarily by women in their 
household cleaning and _ dusting 
chores. Now the masculine package 
design, including the silhouette of 
a man, encourages men to use the 
glove when cleaning their cars, and 
has expanded distribution into hard- 
ware and auto-supply stores. 
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These and other new packages are his needs and sensitivities, and that 


producing outstanding sales results, many more advertisers will find that 
and successful marketing approaches a little subtlety in package design can 
pick up adherents rapid'ty. It’s now go a long way in creating favorable 
a certainty that the consumer will initial responses and repeat  pur- 
see many more packages oriented to chases. 4 


What Motivates Young Executives? 


WHAT KIND OF COMPENSATION is most effective in keeping young execu- 
tives happy and hard-working? The answer is adequate base salary, 
according to 58 per cent of the more than 100 industrial leaders who 
compose Dun’s Review and Modern Industry magazine’s Presidents’ Panel. 

Young executives “should be paid as well as or better than others in 
leading companies in the industry,” one company president says typically. 
Other presidents, however, favor raising the young execcutive’s pay above 
the average through incentive payments directly related to his effort and 
accomplishment. 

In fact, very few company presidents say salary alone is enough, al- 
though they think it comes first in a strong junior executive compensation 
program. Most company presidents firmly believe in keeping the young 
executive’s direct compensation attractively flexible through bonuses, profit 
sharing, and stock options. But base salary should be substantial “to take 
care of poor profit bonus years,” “liberal in relation to competitive com- 
panies,” or “adequate to support and educate family, coupled with de- 
ferred income plan permitting the creating of at least some modest estate.” 

Four presidents in ten believe that young executives who have a good 
base salary find bonuses or some form of profit sharing—“earnings directly 
tied to individual initiative’—the most interesting fringe benefits. While 
the presidents often favor deferred payment for théir own bonuses, they 
think that direct cash payments mean more to young executives, who are 
paid less and often have children to rear and educate. 

Two men in ten also think that stock options make a sound compen- 
sation incentive for the young executive. These “create a sense of re- 
sponsibility through ownership,” “provide personal tax benefits,” and 
offer the young man a chance to build an estate. But financing stock 
may create difficulties for the young executive, as it sometimes does for 
higher-paid presidents. 

For younger executives, the presidents think pensions and insurance 
are less immediately attractive, but the whole fringe package is considered 
the best incentive by two men in ten. One president in ten stresses the 
importance of opportunity to the younger executive. And slightly more 
than one man in ten emphasizes the importance of a frequent review of 
the younger man’s growth and compensation as a manager. 

—Kenneth Henry in Dun’s Review & Modern Industry 1/59 
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Are Committees 


Worth While? 


By J. Alan Ofner 


Condensed from Commerce 


A BUSINESSMAN in search of an 
opening for a speech is more likely 
than not to choose a joke about com- 
mittees. The committee has perhaps 
come in for more ribbing—and seri- 
ous criticism—than any other man- 
agement technique. For example, 
Ralph J. Cordiner, chairman of Gen- 
eral Electric, has said, “If you can 
name for me one great discovery or 
decision that was made by a com- 
mittee, I will still find you the one 
man in that committee who had the 
lonely insight—while he was shaving, 
or on his way to work, or maybe while 
the rest of the committee was chat- 


tering away—the lonely insight which 
solved the problem and was the basis 
for decision.” 

Committees, it is charged, have 
four principal disadvantages: (1) 
They can be time-consuming and 
burdensome; (2) they may produce 
decisions more slowly and of no better 
quality than those reached individ- 
ually; (3) they sometimes tend to 
bypass recognized authority; and (4) 
they can retard executive develop- 
ment. 

A recent analysis of committee 
assignments in a large insurance firm 
made by McKinsey and Company, 
Inc., disclosed that the total number 
of hours spent in meetings equalled 
the full time of three key executives. 
At least five executives spent over 26 
hours a month—exclusive of pre- 
paration time—in meetings. In an 
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electronics manufacturing firm, offic- 
ers report that committee meetings 
account for half their time each 
month. The men _ participating as 
committee members in both of these 
companies are vice presidents. 

The chief complaint of most exec- 
utives who serve on committees is 
that they must sit around and listen 
to matters with little or no bearing 
on their own jobs. Moreover, in 
order to be adequately prepared for 
meetings, they say, they must wade 
through masses of material before- 
hand. And afterwards they must 
review minutes of the meeting. 

One observer of modern manage- 
ment says: “. .. in a committee which 
must ‘produce’ something, the mem- 
bers usually feel a strong impulse 
toward consensus. But if that some- 
thing is to be a map of the unknown, 
there can hardly be a consensus on 
anything except the more obvious. 
Something really bold and imaginative 
is by its nature divisive, and the 
bigger the committee, the more people 
are likely to be offended . . . a com- 
mittee member might be inclined to 
support an idea, but he is also in- 
clined not to put up the fight for it 
that will be needed. He is con- 
strained by good will.” 

Not all committee members, how- 
ever, are always motivated by good 
will. In some companies, where sub- 
ordinates and superiors are on the 
same’ committee, the subordinates 
may use this vehicle to obtain deci- 
sions their bosses are slow to make. 
In others, where subordinates dis- 
agree with their superior’s decision, 
they use the committee to veto that 
decision. In still other companies 
the reverse is sometimes true. For 
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example, executives of a prominent 
appliance manufacturer brought to 
daily meetings decisions they should 
have been making as individuals. The 
committee became a crutch. 

This misuse of committees, if un- 
controlled, can impede the develop- 
ment of executive talent. Studies in 
many firms have shown that individ- 
uals develop their capabilities most 
effectively in an atmosphere where 
they are held accountable for the 
results of their own decisions. 

Yet committees, if properly used, 
do have distinct advantages. They are 
most effective when various organiza- 
tional viewpoints should be brought 
to bear on a problem. With top 
members of each department present 
at meetings, there is less chance of 
overlooking relevant points. This 
essentially is a coordinative commit- 
tee. 

Coordinative committees are help- 
ful, for instance, when a company 
is considering the introduction of a 
new product and seeks such diverse 
viewpoints as marketing, manufactur- 
ing, and finance. A leading drug 
manufacturer brings new products 
before such a committee. The mem- 
bers have a chance to tell the manager 
sponsoring the new product what 
impact his proposal is likely to have 
on their departments. 

Such committees are also helpful 
when representative viewpoints are 
needed to help a company meet com- 
petition in a dynamic market. Here 
top management obtains quick and 
accurate reports from its key activi- 
ties, then adjusts policies to match or 
surpass competition. 

Coordinative committees are also a 
proven means of communication. This. 
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is especially important in securing 
understanding and cooperation in 
carrying out a decision. Questions and 
answers can be freely exchanged in 
a cordial atmosphere. 

Finally, committees can be helpful 
as an employee relations device. For 
example, the primary advantage of 
salary, suggestion, and _ grievance 
committees is that employees feel the 
conclusions are more likely to be fair 
to them. They believe committees 
give fuller consideration to the facts, 
and that committees make it difficult 
for any single executive to wield 
undue influence. 

Here, then, are six ways to get the 
most out of committees. First, make 
sure the committee is really needed. 
A committee offers a sound medium 
for communication and guidance in 
problem-solving but is least effective 
where decisions are required. A com- 
mittee’s responsibilities should not 
overlap those assigned elsewhere in 
the organization. Be sure that a com- 
mittee, rather than a single individ- 
ual, can handle the job best. 

Second, the committee should 
know what it is supposed to do. 
Clearly defined responsibilities of the 
committee, and of the individual par- 
ticipants in the committee, are essen- 
tial. It helps to formalize these re- 
sponsibilities by having them written. 

Third, select members who can 


contribute most to the committee ob- 
jectives. Combining aggressive and 
passive personalities or superiors and 
subordinates, for instance, is usually 
not a good idea. The less forceful 
men tend to clam up and say nothing; 
subordinates defer to their bosses. 

Fourth, consider the committee’s 
size: big enough to accomplish its 
goals, small enough to permit individ- 
ual contributions. Some social scien- 
tists assert there is reason for feeling 
seven is the magic number. 

Fifth, establish controls to deter- 
mine whether the committee is meet- 
ing its objectives and time require- 
ments. Committee minutes provide 
one such yardstick. For example, the 
minutes will show if the committee 
is meeting too frequently, or too long. 
If so, it may be discussing matters not 
within its purview, wasting time in 
casual gossip, or the subject assigned 
may be more complex than contem- 
plated. On the other hand, if meet- 
ings are not frequent enough or long 
enough, the committee may not be 
doing proper justice ‘o a subject. 

Sixth, appraise committee perform- 
ance. Once the results of committee 
actions are reviewed against the re- 
sponsibilities of the committee, its 
performance can be evaluated. If the 
committee is not meeting its objec- 
tives, action should be taken to make 
sure it does in the future. e 





THE FEDERAL GOVERNMENT owns over 769 million acres of land worth, 
with installations, almost $46 billion. The holdings are located in all of 
the states, territories and possessions, and in 108 foreign countries. In 
Alaska and Oregon, the government owns more than 50 per cent of the 


total acreage. 
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Installment buying, loans, credit cards, 
and charge plans are feeding the most 


enormous growth in consumer credit 
the country has ever seen... 


AMERICA GOES CREDIT HAPPY 


By Richard Rutter 


Condensed from The New York Times 


Pp LANNING a trip around the 
world? Charge it. In the mood for 
a strawberry soda with two scoops of 
ice cream? Charge it. Hanker for a 
midnight dinner at Maxim’s in Paris? 
Charge it. Got the urge to go out to 
the ball game? Charge it. 

One can charge just about any- 
thing, in fact. For the widespread 
use of credit has rapidly become a 
phenomenon on the American scene. 
Today, the number of credit card 
users runs into the millions, the 
amount they spend “on the cuff” into 
the hundreds of millions of dollars. 

The credit card business has be- 
come so big and flourishing that it 
has produced the inevitable reaction 
—a cash-only plan offering a dis- 
count for not using credit. 

The use of credit in this country, 
of course, is not new. The great 
growth in credit, however, has oc- 
curred since World War II, and the 
branching out into almost every con- 
ceivable type of product and service 
is a still more recent development. 

At the end of World War II, 
all consumer credit outstanding 
amounted to $5.7 billion. Within a 
decade, it had swelled to an enormous 


$38.7 billion. In 1955, alone, the 
increase was almost $6.5 _ billion. 
That was the year in which a record 
of more than 7,900,000 new pas- 
sengers cars were produced and some 
6,000,000 were sold, 60 per cent 
of these on credit terms. 

That was also the year in which 
the alarm began to be sounded: “Too 
much credit.” Many observers feared 
that the situation was getting out of 
hand and that people were loading 
themselves with debt to the danger 
point. 

But the bubble did not burst, and 
outstanding credit continued to ex- 
pand, though at a more moderate 
rate. At the end of last year it stood 
at a record of $45.6 billion. 

There is almost certain to be 
another bulge in outstanding credit 
this year as the economy rebounds 
from the recent recession. And that 
once again raises the question: Is it 
getting out of hand? The consensus, 
based on a survey of banks and 
other experts in the field: No. 

It is generally pointed out that the 
amount of outstanding credit actually 
declined by about $1 billion in Jan- 
uary and February of this year, thus 
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reversing a long-standing trend. Dur- 
ing last year as a whole, repayments 
exceeded new credit extended by 
$230 million, another sign that 
people have been keeping a close 
watch on their debt position. 

In March of this year, however, 
installment credit rose by a seasonally 
adjusted $318 million. Arthur O. 
Dietz, president of C. I. T. Financial 
Corporation, foresees an expansion of 
outstanding installment credit this 
year of about $2.5 billion because of 
“a backlog from consumers who de- 
ferred purchases during the reces- 
sion.” But: 

“Large amounts of credit outstand- 
ing .. . are no cause for concern 
in themselves. The record of the 
average United States time buyer 
proves that he is an excellent credit 
manager, and he has compiled a 
record for prompt repayment and 
financial responsibility through good 
times and bad.” 

Credit cards, for all their mush- 
rooming popularity, account for only 
a small portion of all credit. They 
are included in the noninstallment, 
“service” category, which came to a 
little over $2.7 billion at latest esti- 
mate. The three leaders in the field 
are the Diners’ Club, American Ex- 
press Company, and Hilton Hotels 
Corporation. Delinquent debts are 
said to average only five-tenths of 1 
per cent or less of all such charges. 

As the credit card craze spreads, 
the race is on to extend its scope 
even more. Members of the Diners’ 
Club, for instance, can charge tickets 
to games of the Chicago White Sox 
and Washington Senators. They can 
now purchase men’s clothing, travel 
insurance, tickets to Broadway shows 
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—all “on the cuff.” They can even 
get a long-range weather forecast 
without putting up an immediate 
nickel. 

American Express boasts that its 
card members can charge the “haut- 
est” haute couture at Lanvin’s in 
Paris, music boxes in Heidelberg, 
paintings in Florence, foie gras in 
Strasbourg. The Amex overseas direc- 
tory lists a restaurant inside the Arctic 
Circle at Vaasa, Finland, and a photo 
supply store in the southernmost city 
in the world, Punto Arenas, Strait of 
Magellan. 

Recently some controversy has 
sprung up around the credit card 
business. Some restaurants have 
balked at paying the 7 per cent com- 
mission and have quit the system. The 
Diners’ Club has turned down pro- 
posals by others to impose on credit 
customers a 5 per cent surcharge. So 
far, the discontented are only a hand- 
ful. 

The popular appeal of the credit 
card has not been lost on those once 
conservative citadels, the banks. Fi- 
nancial institutions, of course, have 
long specialized in personal credit. 
But, just recently, they have entered 
the charge account field through 
credit cards. Chase Manhattan Bank 
has led the way in the New York 
area, with more than 100 _ banks 
around the country now offering a 
similar service. Identification cards 
are issued to approved applicants. 
With these, credit purchases can ‘be 
made at a selected list of stores. Bills 
are payable monthly at no service 


charge. Stores pay a fee of 5 to 6 
per cent. 
Another innovation in banking- 


customer service is “revolving” credit. 
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Under this plan, it is possible to 
establish a credit position of up to 
$5,000 and then write checks for 
purchases up to that amount. The 
only stipulation is that one-twelfth of 
the amount actually borrowed be paid 
back each month. The interest charge 
on the unpaid balance is 0.98 per 
cent a month. The unused credit re- 
mains available at any time and can 
be drawn upon indefinitely. 
Banking circles report that both 
new plans are “sweeping the country.” 
The latest twist on the credit scene 
is a plan that doesn’t use credit at 
all. An organization called the Rozee 
Bonus Club has set up shop with 
headquarters in New York. Members 


pay $5 dues a year. For this they re- 
ceive a “cash” card. Upon presenta- 
tion at some 2,600 hotels, restau- 
rants, and other establishments they 
get an automatic 10 per cent discount 
on cash payments. The discount does 
not apply to taxes, tips, or charge 
accounts. Rozee claims more than 
200,000 members. 

It would be rash, however, to say 
that this indicates a slackening in the 
mushrooming growth of credit—in 
all its many forms. Charge plans have 
secured a firm foothold on the 
American scene and the credit organ- 
izations in time will probably offer 
almost every conceivable type of 


service. 4 





“Do me a favor, Monk—the wife’s been pestering the hell out of me: 
Print me a batch of these blue stamps.” 
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CONSULTANTS: 


Choose with Care 





Condensed from International Management Digest 
< o> 


, THREE out of four man- 
agement-consulting assignments re- 
sult from the direct recommendation 
of a satisfied client—one who has 
used the services of a firm not once 
but repeatedly.” 

Unhappily, this statement by the 
Association of Consulting Manage- 
ment Engineers probably refers only 
to the assignments given to that or- 
ganization’s highly reputable mem- 
bers. It contains a sound principle of 
consultant selection that is not al- 
ways followed, with the result that a 
number of businessmen have fallen 
victim to the high-powered techniques 
used by some consulting firms. 

Such firms send out blatant direct- 
mail appeals, offering a “trouble-shoot- 
ing” survey for a small fee—$100 to 
$250. Then the survey man finds 
trouble, or says he does. “There is at 
least one area in your plant where 
costs can be reduced by $7,000.” 
But he neglects to say where. The 
unwary manager is persuaded to sign 


a binding contract to pay so much 
per hour for an unknown specialist 
who will supposedly correct the 
trouble. 

There is no code, of course, that 
forbids consultants from hiring sales- 
men, sending out literature, advertis- 
ing, or operating through binding 
contracts. But good consulting firms 
are universally restrained in their 
sales efforts—they cherish their repu- 
tations for probity. 

The unethical consultant can usu- 
ally be identified by two traits. He 
lacks legitimate references and he 
makes wild promises of results. Be- 
fore hiring a consultant, check his 
references carefully. Check also with 
chambers of commerce, trade associa- 
tions, banks, and business associates. 
Better still, insist on a “direct recom- 
mendation of a satisfied client.” 

The second-rate consultant—honest 
but with limited ability—usually can 
be identified through inquiries, too. 
Sometimes it is a question of inex- 
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perience. Even the best consultants 
were once new at their trade, of 
course. The real danger is that a 
relatively inexperienced or limited 
consultant will become overambitious 
and take on jobs he is not equipped 
to do. A company should consider 
the scope of its problem. An inexperi- 
enced consultant might do a good 
job on small limited assignments, but 
you would not want him studying the 
over-all policies and economics of a 
marginal plant, for example. 

Responsible consultants like to 
stress one point: They consult with 
their clients; they do not sell “pack- 
aged” advice. No consultant can do 
a good job when there is resistance, 
when middle management does not 
understand why he has been hired 
or the scope of his activities. 

In a great many cases, the problem 
of using a consultant is one of prep- 
aration, not selection. If you know 
what you want done, the man to do 
it can usually be found. 

“What you get out of a consulting 
firm is in proportion to what you put 
into it,” recently commented William 
Sampson, president of American 
Welding & Mfg. Co. His company 
learned by experience that the poor 
results it was getting from consulting 
firms were its own fault rather than 
that of the firms it hired. 

American Welding had been suf- 
fering serious growing pains: func- 
tions were getting out of balance, 
lines of authority were tangled, jobs 
that had been done by one man now 
required a whole department. The 
company hired consultants a number 
of times, to help solve specific prob- 
lems. However, the difficulties usual- 
ly turned out to be in some other 
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area than the one which the consult- 
ants were hired to analyze. Produc- 
tion control troubles, for instance, 
were eventually traced to the sales 
department. 

“We should have known,” admits 
Sampson, “that all' problems in any 
organization are interrelated.” He 
finally decided to hire a consulting 
firm to make a study of the company’s 
operations as a whole. 

But first, in order to establish the 
scope of the study, he appointed a 
group to investigate the question, and 
a second group to draw up specific 
proposals. The final decision was to 
begin the assignment with a study of 
customer-order problems—where dif- 
ficulties were acute—and then broad- 
en into other areas, including: 

e Structure of the top-manage- 
ment organization, corporate objec- 
tives, financial requirements. 

e Research, product development 
and diversification, future markets, 
and expansion problems. 

® General accounting, factory ac- 
counting, and budget controls. 

e An organization and procedures 
manual. 

Only after these plans had been 
mapped were consulting firms ap- 
proached for discussions. And before 
the selected consultant arrived, each 
department held a meeting at which 
the entire program was explained. 

“The recommendaticns resulting 
from the 15-month study,” explained 
Sampson, “were not laid down by the 
consultants on a_ take-it-or-leave-it 
basis. They were worked out by mu- 
tual discussion and agreement. And 
one unexpected dividend was the 
education of middle management dur- 
ing the study.” 
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YOUR STAKE IN THE 
Materials Revolution 


By Melvin Mandell 


Condensed from Dun’s Review and Modern Industry 


| PROBLEMS, the most 
crucial obstacles to technical prog- 
ress, are being solved today on a 
scale and at a pace never before at- 
tained in industry. 

America’s missile designers, seek- 
ing an alloy half as heavy yet twice 
as strong as steel, don’t need to be re- 
minded of their stake in this virtual 
revolution in materials. But what 
about the great majority of manufac- 
turers, those who make less glamorous 
gear? The steady improvement of 
their fabrication processes and lines 
of products is rarely stifled by the 
lack of some essential material. How 
can they profit from today’s burgeon- 
ing variety and quantity of new 
materials? 

Manufacturers may wait until 
they are forced by customer demand 
or stiff competition to work with new 
materials, or they may strive to get 
the jump on competition and antici- 
pate customer needs by making rapid 
and effective use of industry’s cornu- 
copia of materials. Although the lat- 
ter course well may entail increased 
capital investment and greater mana- 
gerial skill, it is the only path to take 
in an era of expanding product lines. 

Unfortunately, according to lead- 
ing industrial observers, 90 per cent 
of U. S. manufacturers maintain a 


defensive position towards new ma- 
terials: they have to be pushed into 
using them. This inertia, which lim- 
its profits and sales volume, prevails 
despite the fact that today it is easier 
than ever before to employ new mate- 
rials effectively. 

Producers of these materials offer 
a wealth of free technical informa- 
tion, testing, and even design facili- 
ties to any manufacturer or builder 
who represents a substantial present 
or potential market. The compara- 
tively new materials industries, like 
aluminum, nickel, and plastics, have 
been offering such valuable free serv- 
ices for years in an effort to expand 
their markets. But now the suppliers 
of traditional materials are adopting 
similar tactics. 

Although this technical service is 
an important factor in the increasing 
tendency to switch from one material 
to another, there are many other sig- 
nificant reasons for the present flux 
in materials use: 

© New ways of delivering mate- 
rials, which cut the user’s handling 
costs or enable the supplier to cut his 
price. An outstanding example is the 
new easily palletized interlocking in- 
got designed by Aluminum, Ltd. 

e New fabrication techniques, 
such as spark machining, which re- 
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duce manufacturing costs of high- 
performance but hard-to-work mate- 
rials. (It is important to remember 
that materials can either gain or 
lose strength and other valuable prop- 
erties in fabrication. For example, 
the compressive yield strength of some 
steels is tripled by explosive forming.) 

°@ Recurring shortages, violent price 
fluctuations, and the danger of 
dependence on uncertain 
sources, all of which force manu- 
facturers to seek substitute materials. 

© Camouflaging of new materials 
to look like traditional ones in order 
to ease acceptance. 

e The continuous development of 
entirely new materials of wide appli- 
cability, such as plastics. 

e The rapid advance of coating, 
laminating, and material-bending 
technology, which has given many old 
materials a new lease on life. 

¢ The trend away from the use of 
descriptive specifications and toward 
performance specs. As a result, a 
manufacturer has greater freedom to 
specify the most suitable material, 
rather than the traditional one, says 
D. J. McPherson of Armour Research 
Foundation, Chicago. 

e A withering away of old prej- 
udices against plastics in the metal- 
working industry. Although the big 
market for plastics will most likely al- 
ways be in packaging, toys, and light 
consumer items, plastics are offering 
more and more competition to metals 
in heavy-duty applications. 

© Greater willingness of municipal 
officials to change building and 
health codes to enable builders and 
manufacturers to use the latest mate- 
rials. For example, health authorities 
are now evaluating plastic pipe as a 


overseas 
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replacement for stainless steel in 
milking machines. 

© The overwhelming demands of 
the space age and the huge outpour- 
ing of money in military R&D which 
are stimulating “quantum jumps” 
rather than routine progress in mate- 
rials. 

© The increased availability of ma- 
terials. The automobile industry, once 
hesitant to specify aluminum because 
of comparatively low capacity, today 
uses 125,000 tons a year. 

But the major reason for changing 
materials is, and always will be, cost. 
Cost here is computed on the final 
fabricated form of the package, part, 
or equipment, and not on a pound- 
for-pound basis. However, even on 
the latter basis, it is possible to get 
some valuable clues to cost-cutting 
respecification. 

For instance, Deere and Company, 
Moline, Ill., has been substituting 
tough nodular (ductile) iron at 12.5 
to 13 cents a pound for cast steel cost- 
ing 25 cents a pound in some parts on 
the company’s line of agricultural and 
construction equipment. The payoff 
on thousands of tons of heavy parts 
can be substantial. 

A good example of a cost-cutting 
respecification to which initial mate- 
rial costs gave no clue comes from 
Food Machinery and Chemical Corp. 
Aluminum doors first were used in 
FMC’s big utensil-washing machines, 
but detergents and food particles 
soon began to corrode the doors so 
that they stuck in their tracks. FMC 
was plagued with service calls and 
complaints. Designers then specified 
wide Campco nylon for the doors. 
Not only were costly service calls 
eliminated, but the new doors cost 
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only one-fifth as much in the final 
fabricated form, although molding 
nylon costs five times as much, 
pound-for-pound, as aluminum. 

The tremendous cost-cutting and 
market-cracking advantages of sophis- 
ticated materials selection has led 
top industrial companies to set up 
programs for putting as many of the 
new materials as are applicable to 
work in their plants or products. Un- 
der these programs, information on 
new materials and new cost-cutting 
fabrication techniques for established 
materials is collected. All materials 
in use are periodically surveyed to 
consider, in the manner of “value a- 
nalysis,” worthwhile substitutions and 
standardization. Such a program cre- 
ates, according to Frank L. LaQue, 
vice president for research and devel- 
opment at International Nickel, “a 
healthy atmosphere of dissatisfaction 
with present materials.” 

To launch such a program, a fact 
sheet is prepared on every material 
now purchased. Questions to be an- 
swered include: When and why was 
it originally specified? Has the design 
of the part or its function changed 
significantly? What materials do com- 
petitors specify in the same situation? 
What other materials are available 
with similar properties? Have fabri- 
cation procedures changed much in 
this field? What customer complaints 
have been received about this prod- 
uct? Has the price changed much 
since the original specification? 

These alert companies often call 
on suppliers for advice or to request 
that new varieties be developed for 
their special uses. They also consult 
other free sources of information such 
as the Defense Metals Information 
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Center, Battelle Memorial Institute, 
Columbus, Ohio. 

Despite all the technical service 
they offer, materials suppliers still 
need the orientation they get from 
customers. According to Dr. V. V. 
Lindgren of American Cyanamid, ma- 
terials suppliers should be brought 
into a product or process development 
project as early as possible. Company 
secrets are safe, Dr. Lindgren asserts, 
because materials suppliers know they 
must keep their lips buttoned or lose 
their customers. 

Because materials suppliers can’t 
meet their specifications, a few dozen 
large manufacturers have set up their 
own materials development and_pro- 
duction facilities and even have gone 
into profitable competition with sup- 
pliers. Westinghouse, for example, 
has done this with notable success in 
turbine alloys and magnetic materials. 

These measures have produced 
some startling savings, but even if 
no immediate improvements result, 
companies which have tried such pro- 
grams say there has been increased 
awareness of the profit-making possi- 
bilities in switching materials. 

Some personnel changes also have 
resulted from the materials programs. 
One very fast and comparatively inex- 
pensive way to sharpen the materials 
orientation of a metalworking com- 
pany is to hire engineers with heavy 
experience in the aircraft and missiles 
industries, says John L. Everhart, 
technical editor of Materials in Design 
Engineering. These engineers, famil- 
iar with new fabrication techniques 
and materials, aren’t biased in favor 
of older materials. 

Some companies, like Minnesota 
Mining and Manufacturing, hire or 
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train materials specialists for their 
product or process design teams. 
More and more large companies are 
staffing their R&D laboratories with 
physicists who have experience in 
solid-state physics. This is the science 
from which the new metals and ce- 
ramics of the future will evolve. 
Considerable money and_ effort 
must be expended, however, to realize 
the cost-cutting and product-improv- 
ing benefits of new materials. Al- 
though they often cut production 
costs, some require added investment 
in production facilities. For example, 
titanium must be welded in an inert 
gas atmosphere to exclude undesira- 
ble hydrogen, oxygen, and _ nitrogen. 
New demands also are placed on 
purchasing, engineering, testing, and 
quality control. Although expert 
knowledge in materials often can 
lead to cost-cutting standardization on 
one material instead of two or more, 
the general effect of new materials is 


which was invented 91 years ago— 
has not been pushed out by the 27 
other latter-day families of plastics. 

“Make-or-buy” policies often are af- 
fected by the specification of new 
materials. In many instances, it’s 
cheaper to subcontract fabrication of 
a part in some new material, at least 
until the material has definitely 
proved itself. “Subbing” of complex 
zinc die castings is a good example. 

Evolutionary innovation in mate- 
rials is assuming the nature of a con- 
tinuous revolution. Profit-making op- 
portunities for cutting production or 
maintenance costs, or for product re- 
design, improvement, and _restyling 
through use of these new materials, 
grow more numerous each year be- 
cause they supplement, but do not 
supplant, older materials. To man- 
agements intent on building profits, 
no material is sacred. These compan- 
ies are constantly jolting their tech- 
nical departments into taking advan- 


to increase stock inventory. For ex- 
ample, the first plastic, celluloid— 


tage of the full range of old and new 
materials. 


The New Zest for Risk 


MANY BUSINESSMEN have grumbled about the postwar college graduate’s 
affinity for the very large corporation, his intense interest in “security,” 
and the apparent decline of the old zest for risk. All such businessmen 
should now send up a cheer for the Harvard Business School, class of 
1959, or at least for 200 of its members. These enterprising young men 
have themselves sought out small and middle-sized firms that would be 
quite abashed at the idea of competing during the rushing season with 
corporate giants. Anteing up $15 apiece to cover expenses, they dis- 
patched seven of their number during Christmas vacation to search out 
prospective employers around the country. Ronald Fox, vice president 
of the Business School Student Association and one of the prime movers 
in this experiment, estimates that when all the returns are in, 25 to 50 
of his classmates will have landed small-business jobs. 

—Fortune 6/59 
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Every company has men who 
can’i seem to succeed in 
their jobs. Here are 

some of the reasons... 


Why Men 
Fail 


Condensed from Nation’s Business 


W ay DO SOME EMPLOYEES fail 
in their jobs while others succeed? 
Is there any way of predicting em- 
ployee performance? A lengthy study 
just completed provides some sig- 
nificant answers to these questions 
that can be of practical value to the 
company that wants to reduce its 
employee failure rate. 

The study covered 750,000 men 
who were discharged from the U.S. 
Army during World War II because 
of mental or emotional defects. It 
included the performance of the men 
before their military service and after 
they returned to civilian jobs. The 
research was conducted by the Con- 
servation of Human Resources Pro- 
ject at Columbia University, under 
the guidance of Dr. Eli Ginzberg. 

Here are the highlights of the 
study, and their significance for busi- 
ness management: 

Personnel selection. Although they 
rejected almost 30 per cent of those 


examined, the armed services induct- 
ed large numbers who later failed in 
performance for a variety of reasons. 
This seems to indicate that there is 
no way of telling how a man will 
react when placed in a new environ- 
ment and forced to deal with new 
people and new problems. The more 
radical the change in conditions, 
from campus to corporation, for 
instance, the more likely it is that 
selection procedures will prove im- 
perfect. 

Education and performance. The 
study found that the least educated 
men had a rate of ineffectiveness 
four times greater than the best 
educated. However, before one draws 
conclusions about a man’s future 
performance on the basis of his edu- 
cation, it is important to know first 
whether he worked for it, and second 
what he learned, which cannot usual- 
ly be judged solely by his diploma. 

Emotional stability. Except in the 
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case of the seriously ill, the study 
indicates that it is impossible to pre- 
dict how a man will perform on the 
basis of his emotional stability alone. 
His capacities, the pressures he faces, 
the leadership under which he works 
all play a major part in determining 
his performance. As yet, psychia- 
trists and clinical psychologists can- 
not make really reliable judgments 
about the future performance of 
people. 

Orientation. If men do not know 
what is expected of them, many are 
likely to become ineffective. The 
Army found that, with a little help, 
many men who were on the margin 
of ineffectiveness were able to make 
the grade. For management, this is 
more evidence of how important it 
is that supervisors understand the 
orientation problems of new em- 
ployees. The more radical the shift 
a man has to make from his previous 
to his present environment, the more 
helpful sensible orientation can be. 

Placement. The Army was in a 
great rush to get its divisions trained, 
and inappropriate assignments result- 
ed. Older men were frequently as- 
signed to the infantry and the poorly 
educated were sometimes sent to the 
Signal Corps. Moreover, only 5 per 
cent of the large numbers who failed 
in their first year of service ever had 
a second chance. If they failed on 
their first assignment, they were out. 

One of the advantages of large 
business organizations is their wide 
range of jobs. The more they use 
this diversity for logical assignment, 
the more they can reduce employee 
failures. 

Supportive services. Men do not 
always perform at a steady level of 
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achievement. Fewer than one in six 
of those who failed in the Army 
had a consistent record of poor per- 
formance. Many could undoubtedly 
have kept going had the Army been 
able or willing to offer them some 
modest support when they began to 
slip. Indeed, the majority—about 
three out of four—of those prema- 
turely discharged recovered after 
their return to civilian life. 

For businessmen, these facts in- 
dicate that reasonable expenditures 
for employee counseling services will 
be more than repaid by resulting 
gains in productivity. 

Inconsistent policy. At certain 
periods of the war, the Army dis- 
charged few men; at other times, a 
great many. At one point in 1943 
it had te induct about 100,000 men 
to gain 5,000 in net strength. Its 
frequent shifts in policy did much 
to weaken the motivation of many 
soldiers to keep trying. 

This reinforces the belief that 
there is no surer way of unsettling 
a work force than to keep changing 
the rules. Frequent shifts in policy 
are interpreted by employees as evi- 
dence that ‘management does not 
know what it wants or what it is 
doing. 

Equitable dealing. In World War 
II, the study shows, many soldiers 
who came to believe that the Army 
was treating them unfairly just 
stopped trying. Even medal winners 
became ineffective and had to be dis- 
charged. 

The lesson for management is 
clear. If employees feel they are 
being dealt with honestly, if they 
know that they will be rewarded for 
good work and penalized for poor 


THE MANAGEMENT REVIEW 





— 


er w fl 





work, they are likely to do their best. 
But if they feel that top management 
is unfair or capricious, they will be 
indifferent and so will their per- 
formance. 

Manpower planning. The Army 
was never able to develop sound es- 
timates of its future requirements 
and never had adequate knowledge 


of the manpower pool on which it 
had to rely. Business management 
must not let itself be caught in this 
situation. To avoid radical fluctua- 
tions in policy, a company must be 
able to plan its personnel require- 
ments so that they can be met from 
the manpower resources that will be 
available. @ 
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Despite the startling growth 
of private pension funds, 
coverage in the U.S. is still 
far from adequate... 


Can we 


till the 
PENSION 
GAP? 


By Vito Natrella 


a 
Condensed from Challenge 


A. THE END of last year, private 
pension funds held approximately 
$38 billion. Only eight years ago, 
there was less than one third of this 
amount in pension funds. In the past 
few years, assets of pension funds 
have been increasing at a rate of 
more than $4 billion a year. 


The figures are enormous and the 
growth has been startling. But the 
plain fact is that pension coverage in 
the U.S. is still far from adequate by 
today’s living standards. What can 
be done to increase it? 

After the establishment of Old Age 
and Survivors’ Insurance, it soon be- 
came clear that only a basic minimum 
was provided and that private pen- 
sions were needed to supplement the 
benefits received under the public 
program. Many of the early private 
pension plans were intended to pro- 
vide a certain income level when 
their payments were added to social 
security benefits. This system, of 
course, seemed desirable to the em- 
ployer, since any increase in old age 
benefits automatically reduced the 
portion paid by the private plan. 
However, employee dissatisfaction de- 
veloped when benefits were increased 
under the federal program. The em- 
ployees got no net benefit increases, 
since their private pensions were 
reduced. Current private plans have 
chosen to supplement the public 
program through the use of some for- 
mula which passes on some or all of 
the social security gains to the bene- 
ficiaries. 

In general, the combined pensions 
from social security and private plans 
provide adequate benefits. It is also 
likely that most pensioners under both 
programs have accumulated some 
private savings of their own. But of 
those now covered under social se- 
curity, less than a third have the 
supplementary coverage of a private 
pension plan. While some expansion 
in coverage can be expected, there 
is little likelihood that the ratio will 
rise above 40 per cent by 1965. 
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It will be difficult to substantially 
expand coverage without the further 
development of plans better adapted 
to small business. Generally, the 
small or marginal employer finds the 
future too uncertain to make long- 
range commitments of this nature. 
The usual noninsured plan is a large- 
scale operation and not practical for 
small companies, while insured plans 
are too expensive and have minimum 
coverage provisions under state laws. 

However, there are some plans in 
use which could contribute signifi- 
cantly to future expansion of cover- 
age. The multiemployer funded 
plans in certain industries, such as 
banking and tool-making, have been 
one solution for the smaller firm. 
Other industries, through union or 
trade association sponsorship, could 
build up plans which would be 
economically feasible both as to the 
spreading of risks and investment 
experience. 

In recent years, trust companies 
have been successful in developing 
the common trust fund. Using this 
method, a bank could combine many 
small funds and obtain the investment 
advantages of larger funds. While 
not developed specifically for pension 
funds, common trust funds have been 
adapted so that the smaller company 
can have the benefit of trust company 
administration at reasonable rates. It 
does not, however, provide for the 
spreading of risks where only a few 
employees are concerned. 

Other plans available to the small 
businessman take into consideration 
fluctuations in business activity. 
These include deferred profit-sharing 
plans and terminal funding through 
regular contributions. However, such 
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plans have the disadvantage of being 
indeterminate, so that the employee 
does not know the exact extent of 
his benefits until he actually retires. 

Pensioners on fixed benefits are 
severely hit during any sharp infla- 
tionary movement. Under such con- 
ditions, a pension geared to average 
earnings during one’s working career 
may have little relation to the cost 
of living a few years after retirement. 
Recently, more private plans have 
shifted to the use of average high 
salary or final salary as the basis for 
retirement benefits. Though an im- 
provement, this can still be far from 
adequate after a series of inflationary 
pushes. Benefits to retired workers 
have been raised in recent revisions 
of the Social Security Act, and there 
have also been instances of increases 
to retired workers under private 
plans. However, none of these de- 
velopments has effectively solved the 
inflation problems facing most pen- 
sioners. 

Various types of private pension 
plans have been devised to meet the 
problem. One type ties benefit pay- 
ments to the Consumer Price Index. 
This plan has been criticized by actu- 
aries on the grounds that costs can- 
not be forecast. 

Another type of plan uses both 
fixed and variable benefits. The fixed 
benefit is on the same basis as the 
usual pension, while the variable 
benefit is similar to a variable annuity 
and fluctuates with the per-unit value 
of its fund. This fund is for the most 
part invested in corporate equities, 
and to the extent that stock prices 
parallel the cost of living, the plan 
would tend to lessen the effect of 
inflation on the pensioner. On the 
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other hand, the split feature would areas of inadequacy in our old-age 


limit wide fluctuations in benefits and protection. Even as pension funds 
provide some measure of stability. continue to burgeon, we must in- 

Private pension funds have shown tensify our search for solutions to 
spectacular growth in recent years. the complex problem of security for 
The very rapidity of their develop- the growing number of older people 
ment has more clearly defined the in our country. 4 


Hiring the Handicapped: One Company’s Program 


A CAREFULLY DEVELOPED PROCEDURE for handling the placement of 
handicapped workers has enabled Bell Aircraft Corporation (Buffalo, 
N. Y.) to produce an impressive record in the hiring of such employees. 
During one six-month period, 45 per cent of employees placed had known 
physical defects, and of these 25 per cent were actually handicapped in 
some way. Yet only 3 per cent were restricted on jobs assigned. 

Bell’s system involves these steps: 

1. Every supervisor makes a safety analysis of each job in his depart- 
ment. This shows the steps required for each operation, hazards involved 
in each step, and precautions needed to avoid accidents. 

2. After the job applicant’s physical examination, the medical director 
studies his restrictions in terms of job demands, then informs the super- 
visor of the handicapped person’s ability to meet them. 

3. If the medical director decides the applicant is incapable of safe 
performance of the job, representatives of employment, medical, safety, 
and production departments meet and try to find a job that fits the appli- 
cant’s disabilities. Actually, few meetings are necessary, since experience 
has taught interviewers and supervisors to evaluate quickly and accurately 
the limits of the handicapped applicants. 

4. Safety engineers follow up the placement by observing the man on 
the job to determine if the work is beyond his capabilities. Check-ups 
are made periodically, with the frequency depending on the type of 
restrictions involved. The safety department has access to records on 
the employee’s physical condition, but these are coded to keep the infor- 
mation confidential. 

5. Transferring of handicapped employees is not permitted without 
prior approval of the safety engineer and the medical director. They 
approve a transfer only if there’s no question of the employee’s ability to 
perform the new job. 

—Warren J. King in Factory 2/59 
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The preservation of its executive 
resources is a matter of pressing 
concern to many companies... 


How Business Invests in 
Executive Health 


By Gerald J. Barry 


oR Condensed from Newsweek 
OR LACK OF interest, this tral, gasping that he was having a 


gathering could not have taken place 
ten years ago.” 

Dr. Irving Page, director of re- 
search at the Cleveland Clinic, was 
talking to the 200 executives attend- 
ing the 40th annual meeting of the 
American College of Physicians held 
recently in Chicago. The theme of 
the discussion was one that has been 
increasingly popular with business 
management: It pays to keep execu- 
tives healthy. 

Executive health became a board 
room topic during World War II, 
when long hours and constant pres- 
sure took a heavy executive toll. A 
growing number of firms became 
convinced that a company-financed 
annual check-up would be good not 
only for the boss but for the business, 
too. 

It could head off the kind of 
trouble that hit a midwestern com- 
pany which lost several hundred 
thousand dollars because a new plant 
project was delayed three months 
while a key executive fought a kidney 
ailment. 

It could prevent anxieties of the 
kind that caused a radio executive 
to collapse on a ramp at Grand Cen- 


heart attack. He wasn’t. But he had 
been worrying about his heart and, 
feeling a twinge in his side, he de- 
cided his turn had come. ' 
Calamities such as the unexpected 
death of a key officer motivated many 
executive health plans, but more firms 
are now adopting them on the pre- 
mise that efficient management re- 
quires executives in top mental and 
physical condition. “Basic good health 
and a rugged constitution are just 
as important as qualities of judgment 
and executive training,” recently 
observed Jack Naish, president of 
General Dynamics’ Convair division. 
Naish is not alone in that belief. 
Last year, for instance, more than 
300 companies sent their executives 
through the clinic at Life Extension 
Examiners in New York, as com- 
pared with only 26 companies in 
1946. The Greenbrier Clinic at 
White Sulphur Springs, W. Va., will 
examine executives from more than 
80 companies this year, double the 
number of five years ago. Surveys 
indicate that every major corporation 
in the country has some sort of 
executive health plan. In all, some 
125,000 executives will leave their 
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desks this year for annual check-ups 
which may last anywhere from four 
hours to one week. 

What have all the X-rays and 
consultations shown about executive 
health? 

For his age, the average executive 
is in excellent health. But he often 
thinks he is sicker than he is. 
“Seventy-five per cent of the execu- 
tives who come in here are worried 
about their health,” says Dr. Harry 
J. Johnson, director of Life Extension 
Examiners. “But only 25 per cent 
have something wrong, and many of 
these aren’t among the worried ones.” 
And the National Office of Vital Sta- 
tistics points out that “men of the 
managerial, technical, and adminis- 
trative level as a group have lower- 
than-average mortality rates.” 

The pressure he works under may 
make the executive more susceptible 
to heart ailments, but the evidence 
is far from conclusive. Cancer has 
no special affinity for executives. A 
few physicians, including Dr. Wil- 
liam C. Menninger, believe advertis- 
ing executives are correct when they 
claim they work in “ulcer mills,” but 
most authorities stress the fact that 
ulcers afflict people in all walks of 
life. 

Executives often work under great 
stress, but most of them learn to 
handle pressure as they move up; 
those who can’t are eliminated along 
the way. For those at the top who 
do crack under tension, says Dr. 
Menninger, the trouble in 80 per 
cent of the cases is rooted in the home 
and not in the office. 

Then why the myth that executives 
work at a pace that kills? 

Publicity, for one reason. “If I 
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drop dead, everybody in the plant will 
know about it in the morning,” says 
N. C. Dezendorf, general manager of 
GM’s Electro-Motive Division. “When 
someone on the lower echelon dies, 
only his friends hear about it.” 

Dr. Johnson of Life Extension 
Examiners places most of the blame 
on scare articles for creating a mental 
state in which the executive con- 
vinces himself he is a sick man. “The 
question no longer is if I get a coron- 
ary,” says Johnson, “but when I get 
a coronary. That kind of thinking is 
poppycock.” 

Dr. Frederick H. Staack, Jr., of 
Thompson and Associates, a Chicago 
clinic specializing in the checking of 
executive anatomies, notes another 
type of executive fear. “Executives 
on the ‘big-wheel’ level are keenly 
conscious about guarding their 
health,” he says. “But many in the 
up-and-coming group are wary of 
extensive examinations because _ if 
anything wrong is found they fear 
their career will be jeopardized.” 

Most companies consider the physi- 
cal check-up a confidential matter, 
and leave it up to the good sense of 
the executive to take care of anything 
that may be found wrong with him. 
But 12 per cent of the firms ques- 
tioned in one survey required reports 
on the medical findings so that they 
could be used in considering pro- 
motions and retirements. One presi- 
dent whose company requires manda- 
tory examinations believes that execu- 
tives who accept key positions must 
also accept responsibility for helping 
to maintain a sound organization by 
reporting on their health. 

Smaller firms have been slow to 
join the care-and-preservation-of-the- 
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executive movement despite the fact 
that most don’t have enough flexibil- 
ity in top management to find a 
substitute for an official who is tem- 
porarily incapacitated. Lack of com- 
pany physicians is part of the reason, 
but the companies also cite the cost 
in time and money of sending execu- 
tives to outside clinics. Bills for a 
thorough check-up at such clinics 
average $50 to $75, but they can 
run well over $300 for firms sending 
their men to out-of-town clinics for 
three days or more. 

To meet objections of executives 
who don’t want to leave their desks 
untended for a few days or be 
“hospitalized” in a clinic, Chicago's 
Thompson and Associates offers a 
streamlined four-hour examination— 
including an_ hour-long psychiatric 
check-up—at a cost of $125. 

Every medical expert agrees that 
periodic physical and _ emotional 
check-ups are only the beginning of 
an executive health plan. In a typical 
corporate program, the examination 
results are sent to the company’s 
medical director, who discusses the 
findings with the executive, makes 
recommendations, and, if necessary, 
institutes a follow-up program to 


make sure that the patient is taking 
his prescribed medicine. 

To keep top executives in top 
shape, companies should have com- 
pulsory executive-vacation plans, too, 
says Dr. Marvin A. Stevens, a phy- 
sician with a large proportion of 
executive patients. And, Dr. Stevens 
adds: “A week at a convention or 
sales meeting in a resort city is not 
a vacation. A man needs to get away 
from his work, and from his family 
too, a few times a year.” 

Two months, one in the summer 
and one in the winter, is the vacation 
Dr. Charles A. Doan, dean of medi- 
cine at Ohio State University, pre- 
scribes for the over-50 executive. 
Younger executives can get along 
with a month’s vacation, he says, 
as long as it is split up. 

Other items that many physicians 
would like to see on the executive 
health prescription: 

Except on rare occasions, don’t 
take business work home. 

Follow an intelligent diet. 

Exercise daily; get enough sleep; 
follow regular habits. 

Have a mentally stimulating in- 
terest outside of business. 

Be moderate in all things. 4 





VENDING MACHINES have clicked away ata faster and faster pace since 
the end of World War II. Sales through the 3.7 million vending machines 
now in the U.S. achieved a record high of $2.1 billion last year. In 1946, 
vending machine sales were $600 million. These figures emerged from 
the 13th annual industry census conducted recently by Vend magazine. 
Cigarettes account for the largest dollar volume among products sold 
through machines, the survey showed. Last year, smokers bought some 
$821 million worth of cigarettes from machines, or 15 per cent of all 


smokes sold. 
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ALSO BRECOMMENDED 


BRIEF SUMMARIES 
of other timely articles 


GENERAL 


RECONCILING GROWTH AND STA- 
BILITY. Business Week (330 West 42 
Street, New York 36, N.Y.), May 9, 
1959. 50 cents. Sixty-three leaders of 
business, labor, agriculture, government, 
and the professions met recently at 
Arden House in Harriman, N.Y., for 
the 15th American. Assembly, spon- 
sored by Columbia University. Among 
the conclusions they arrived at—con- 
clusions which, this report points out, 
may mark a major development in pub- 
lic attitude toward the issue of growth 
versus inflation—these two best ex- 
press the sense of the meeting: (1) 
growth is an economic goal of overrid- 
ing importance, to which other objec- 
tives should sometimes be sacrificed; 
and (2) inflation should be combatted 
by other means than tightening money, 
unless it has been caused by excess 
demand. 


THE BUSINESS OF SCHOOLS OF BUSI- 
NESS. By W. Allen Wallis. Business 
Horizons (Indiana University, Bloom- 
ington, Ind.), Spring, 1959. $2.00. 
Because it is impossible to teach busi- 
ness students the specific things they 
will need to know during the long 
careers ahead of them, business schools 
should make their goal the preparation 
of these students for a lifetime of learn- 
ing from actual experience, declares the 
author. To achieve this goal, the schools 
should teach the broad fields of knowl- 
edge that are basic to business ad- 
ministration, not in terms of current or 
recent business practice, but in terms 
of an analytical framework of four 
main subjects: economics, quantitative 
methods, behavorial science, and law. 


159 WAYS TO BUILD LOW COST 
MAINTENANCE INTO YOUR PLANT. 
Factory (330 West 42 Street, New 
York 36, N.Y.), April, 1959. Reprint 
50 cents. Cutting corners in today’s 
new plant building or modernization 
job can result in unnecessarily high 
maintenance costs, in the view of engi- 
neers at The Rust Engineering Com- 
pany of Pittsburgh and Birmingham, 
who—with an eye on annual operating 
costs rather than first costs only—have 
compiled a list of 159 maintenance 
cost-cutters that can be built into new 
plants. 


TRACK DOWN YOUR HIDDEN COSTS. 
By Judson H. F. Turton and Edgar C. 
Bleick. Nation’s Business (1615 H 
Street N.W., Washington 6, D.C.), 
April, 1959. Reprints 15 cents. The 
only alternative to raising prices in the 
face of declining profit margins is to 
cut selling, general, and administrative 
expenses, say the authors, who report 
the findings. of a survey on the operating 
expenses of manufacturing companies 
in 23 industry classifications. To es- 
tablish standards for making cost re 
ductions, they recommend setting up an 
operations audit, and list the elements 
that it must contain to be effective. 


THE REGISTERED COMMUNITY AUDIT. 
Industrial Development (109 Market 
Place, Baltimore 2, Md.), April, 1959. 
Reprints gratis. In this article, Indus- 
trial Development offers a free service 
for companies seeking a new plant site. 
Industries interested in a preliminary 
evaluation of competitive areas may 
obtain standardized audits of com- 
munities throughout the country. The 
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data covered include information on 
population, wages, crime rates, unions, 
employment, educational facilities, 
taxes, water supply, major manufac- 


turers already located in the area, and 
land costs. Local development units 
furnish affidavits attesting to the accu- 
racy of data contained in the reports. 


INDUSTRIAL RELATIONS 


WHAT PRICE EMPLOYEE SECURITY? 
By William J. Casey. Dun’s Review 
and Modern Industry (99 Church 
Street, New York 8, N.Y.), April, 1959. 
75 cents. Under present tax laws, the 
capital most men can amass for them- 
selves falls a long way short of the 
$100,000 needed to provide family 
security in the years ahead, the author 
says, and U.S. business is shouldering 
more and more of the load—for the 
rank-and-file worker as well as the top- 
level executive. In this article, he 
describes how various corporations are 
utilizing pension plans, profit-sharing 
plans, thrift plans, stock plans, and 
insurance plans to help their employees 
prepare for the future and, at the same 
time, to give themselves an advantage 
in the quest for talent and skill. 


KEEPING WAGES IN LINE. Steel (Pen- 
ton Building, Cleveland 13, Ohio), 
April 13, 1959. 50 cents. Keeping 
wages in line implies more than adher- 
ing to industry and area pay levels, 
according to this article—it means get- 
ting a dollar’s worth of output for a 
dollar’s pay and maintaining a good 
balance between employment and 
other costs so that profit ratios are 


realistic. This analysis of employment 
costs suggests a four-point program for 
getting value received: (1) determine 
how much of a wage increase your 
company can afford, giving special at- 
tention to increases—for nonproductive 
labor, white-collar workers, and salaried 
employees—that are sometimes  over- 
looked; (2) scrutinize your labor con- 
tract with an eye toward eliminating 
hidden cost provisions at the next bar- 
gaining session; (3) re-evaluate your 
incentive program; and (4) check your 
over-all company climate. 


ARE WE RETIRING PEOPLE TOO EARLY? 
By Roul Tunley. The Saturday Eve- 
ning Post (Independence Square, Phila- 
delphia 5, Penna.), June 20, 1959. 
15 cents. Having prospered by building 
obsolescence into some of our industrial 
products, the author says, we seem to 
be in the process of doing the same 
thing to our working citizens—but it 
isn’t working very well with human 
beings. In this article, he discusses 
some of the problems raised by forced 
retirement and outlines the surprising 
achievements of many older people who 
have beaten the “retirement blues” by 
going back to work after 65. 


OFFICE 


TOP MANAGEMENT TAKES A SECOND 
LOOK AT ELECTRONIC DATA PROC- 
ESSING. By Harold Koontz. Business 
Horizons (School of Business, Indiana 
University, Bloomington, Ind.), Spring, 
1959. $2.00. American industry has 
been exposed to EDP for more than a 
decade now, the author says, and com- 
pany managements, fearful of losing 
status and effectiveness in the competi- 
tive race, have ordered machines by 


the hundreds; but many are now be- 
ginning to wonder whether the benefits 
they receive justify the substantial ex- 
penditures in capital funds and operat- 
ing expenses. This article outlines 
what EDP can do, discusses some of 
the causes of management disillusion- 
ment with it, and describes ways and 
means of getting more benefit from 
the use of electronic data-processing 
machines. 
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OFFICE OF THE YEAR AWARDS. Office 
Management (212 Fifth Avenue, New 
York 10, N.Y.), May, 1959. 45 cents. 
The six offices that are the winners of 
Office Management’s 1958 “Office of the 
Year” awards are described and _ pic- 
tured in this special section. The basis 
of the awards, which are given for out- 
standing offices designed for large staffs 
(more than 300 employees) and small 
ones (up to 300 employees), is a 
survey conducted among members of 
the American Institute of Architects 
and the Association of Consulting Man- 
agement Engineers, who this year 
selected Joseph E. Seagram & Sons, Inc., 
Guarantee Mutual Life Company, East- 
man Kodak Company, International 
Minerals and Chemical Corporation, 
Kelly-Smith Company, and the Wa- 
chovia Bank and Trust Company. 


CUT COSTS BY MEASURING OFFICE 
WORK. By C. J. Berg, Jr., and E. V. 
Grillo. American Business (4660 
Ravenswood Avenue, Chicago 40, IIl.), 
April, 1959. 50 cents. The success of 
any work-measurement program de- 
pends on the establishment of an ade- 
quate system for reporting results, the 
authors point out, so that various 
echelons of management will know how 
well the organization is meeting the 
standards and objectives that have been 
set for it. This article, condensed from 
the authors’ recent book, explains a 
method of measuring office work so that 
individual performance can be meas- 
ured, office costs can be properly allo- 
cated to various lines of business or 
products, and information will be avail- 
able to management in accurate and 
useful form. 


MARKETING 


SURVEY OF BUYING POWER. Sales 
Management (630 Third Avenue, New 
York 17, N.Y.), May 10, 1959. $5.00. 
This special 784-page issue contains 
Sales Management magazine’s annual 
survey of three basic market factors— 
population, income, and retail sales— 
broken down by city, county, metro- 
politan area, state, and region. Addi- 
tionally featured are a_ section of 
Canadian data, statistics on the farm 
market, and a four-way index designed 
to lead the user of the survey directly 
to the data he is looking for. 


HOW INDUSTRIAL ADVERTISERS PICK 
NEW AGENCIES. By Dick Hodgson. 
Industrial Marketing (200 East Illinois 
Street, Chicago 11, Ill.), April, 1959. 
50 cents. The two principal reasons 
for which industrial advertisers leave 
an advertising agency are the need for 
additional services and general dissatis- 
faction, according to a survey recently 
conducted by Industrial Marketing 
magazine. This report of the results of 
the survey discusses these and other 


reasons why advertisers switch agencies 
and describes the procedures by which 
they select their new agencies when 
they have decided that it is time to 
make a change. 


CAN A NEW NEWSPAPER IMAGE AT- 
TRACT MORE AD DOLLARS? Printers’ 
Ink (635 Madison Avenue, New York 
32, N.Y.), April 17, 1959. 25 cents. 
Rising costs, the newspapers’ big di- 
lemma today, could be offset by in- 
creased advertising revenue, according 
to this special report, but only if news- 
papers can replace sporadic ad sched- 
ules with more consistent accounts. 
This article describes how the industry 
is now undertaking to accomplish this 
by uniting in a “total selling’ program 
—a unified national sales attack by all 
newspaper sales forces designed to prove 
to advertisers that the daily newspaper 
industry is not 1,700 individual news- 
papers, but 1,700 united units holding 
together as one ad medium which sells 
more goods to more people than any 
other. 





___ Please order directly from publishers 





THE MANAGEMENT REVIEW 





le- 


us 
Ww 
he 


en 


lat 
aS- 
lo- 
or 
il- 


nd 


ies 





PRODUCTION 


PRODUCTIVITY KNOW-HOW HAND- 
BOOK. Mill & Factcry (205 East 42 
Street, New York 17, N.Y.), May, 
1959. $2.50. It is becoming increas- 
ingly obvious that the key to our stand- 
ard of living is productivity, say the 
editors of this handbook, pointing out 
that wage increases, growing faster than 
productivity increases during the past 
decade, have contributed to the in- 
flationary trend and placed management 
under greater pressure to increase the 
productivity of its plants. To assist in 
this task, they have compiled in this 
special issue the most important new 
equipment developments that have ap- 
peared during the year, presented case 
histories of how companies are actually 
making use of them, and included sec- 
tions on current maintenance techniques. 


APPLIED VALUE ANALYSIS. Purchasing 
(205 East 42 Street, New York 17, 
N.Y.), June 8, 1959. $1.50. En- 
thusiasm for organized value analysis 
is running high among _ purchasing 
personnel, according to this special re- 


port, and a recent survey indicates that 
the concept is paying off handsomely 
for the companies that use it. In this 
462-page issue, the editors of Purchas- 
ing have compiled articles covering the 
techniques and applications of value 
analysis and have included many case 
histories of cost reductions that have 
been achieved through its use. 


WHAT EVERY OPERATING MAN 
SHOULD KNOW ABOUT PRODUCTIVITY. 
By M. J. Murphy. Factory (330 West 
42 Street, New York 36, N.Y.), April, 
1959. Reprints gratis. The national pro- 
ductivity rate (3.3 per cent gain per 
year since 1945) doesn’t mean much 
to the individual plant operating man- 
ager, who wants to know what the 
productivity rate of his own plant is, 
points out the author. In this article, 
he presents some helpful guides to 
measuring productivity in the individual 
plant and discusses the significance of 
productivity in terms of employment, 
automation, collective bargaining, and 
the four-day work week. 


FOREIGN OPERATIONS 


THE GROWING CHALLENGE OF FOR- 
EIGN COMPETITION. By Gen. Edmond 
H. Leavey. Dun’s Review and Modern 
Industry (99 Church Street, New York 
8, N.Y.), May, 1959. 75 cents. In 
this interview, General Leavey, who is 
president of IT&T, discusses the 
problems posed by increasing foreign 
competition with U.S. manufacturing, 
pointing out that the superiority of 
“American know-how” can no_ longer 
be taken for granted, since European 
countries are technically capable of 
doing many things as well as we do 
them. Among the aspects of foreign 
competition he touches upon are the 
effect of Soviet economic competition, 
the need for greater government support 
for U.S. operations abroad, and the 
advantages of doing research overseas. 


ITALY WELCOMES COMMON MARKET. 
Business Week (330 West 42 Street, 
New York 36, N.Y.), May 9, 1959. 
50 cents. Against West Germany’s 
much-publicized industrial power and 
France’s basically rich economy, Italy 
would seem to be a weak sister in the 
European Economic Community, accord- 
ing to this article, but much to the 
surprise of West European economists 
and businessmen, the country is in a 
strong position to meet growing com- 
petition within the common market. 
This report discusses how Italian in- 
dustry is buckling down to meet the 
many problems of adjustment—and why 
Italy anticipates far more gains than 
losses from participating in a market 
that now encompasses some 168 million 
people. 
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Employee Communications 
(Continued from page 8) 


communications program? Surveys of employee opinion are valuable 
as guides, but they can also be misleading. The fact that employees 
read the company publications, admit their accuracy, and can play 
back specific facts discussed in particular stories may not be as 
meaningful as would appear on the surface. As long as there are no 
difficulties between employees and management, the communications 
effort of a company may be extremely effective. When there are con- 
flicts of interest, it may appear that the reservoir of good will built 
up through long years of solid communications work vanishes over- 
night. Actually, the communications program may have been most 
worth while. When the crisis has passed, it is much easier to re- 
establish sound working relations when you have had a good com- 
munications program. 

6. Do you impose too many communications responsibilities on 
your line supervisors? A foreman should certainly be informed, in 
advance whenever possible, of all matters affecting his company and 
his job. He is entitled to that knowledge by his position in manage- 
ment. But aside from job-related matters that affect him and the 
people who work for him, are you not asking too much if you insist 
that he discuss with his subordinates topics that require a highly 
specialized knowledge? If he does, it may lead to distortions in com- 
munications or improper interpretations of company policy. In dele- 
gating communications duties to the various levels of management, 
a company should be entirely realistic in taking into account the 
experience, education, interest, and capabilities of each level of its 
management team. 

7. Have you established the various media of written communi- 
cations that exist in your company to fill a particular requirement, or 
because other companies have adopted them? Company magazines, 
newspapers, and management and employee letters can make a vital 
contribution to a corporation’s communications program—but only 
if they exist with a purpose and have something worthwhile to say. 
To be effective, written communications must reflect your philosophy 
of management. Furthermore, readership is not necessarily a trust- 
worthy criterion of a publication’s success. Obviously, if you print 
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interesting feature stories, gossip columns, and the like, your maga- 
zine may be read. But from the viewpoint of effective communica- 
tions, little is accomplished. A company is not in business to pub- 
lish trivia. 

Nor can you go to the other extreme. If your publications become 
simply propaganda sheets to promote a particular point of view, they 
will soon lose their readers. Obvious propaganda converts only the 
converted. 


A CHECK LIST FOR MANAGEMENT COMMUNICATIONS 


After these questions have been answered clearly and frankly, 
management is in a position to appraise its communications program 
realistically. Management is concerned with developing its communi- 
cations, not preoccupied with the creation of new communications 
methods. Technique, no matter how well thought out, may become 
the shadow that camouflages lack of substance. An elaborate com- 
munications system is not the point; no system is any more effective 
than the information put into it. 

Communications is a full-time responsibility of every company. 
Its ability to present its point of view to the public, to government, 
and to its own employees plays a tremendous part in its progress. 
There are certain principles that responsible industry must never 
forget in maintaining a successful communications program. The 
following check list includes some of the most important. 

1. Avoid the bathos of the bromide. When you see trite phrases 
popping up in company copy, strike them out. High-sounding gen- 
eralities and tag-end idealisms like “The battle to win men’s minds,” 
“The right of all to share in our abundant economy,” “The faith of 
all Americans working together to provide a better tomorrow for 
generations yet unborn, without regard to race, creed, or color,” have 
been repeated so much that they are becoming as meaningless as a 
witch’s incantation. 

Furthermore, if you want to perk up the readability of your com- 
munications, you might keep a sharp blue pencil handy to scratch 
many of those adjectival labels that have become so much a part of 
our stylized public address language that they seem coupled to the 
nouns they parade before with bands of steel. Descriptions like 
“freedom-loving democracies,” “right-thinking Americans,” and “for- 
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ward-looking leader” have served their time and deserve the retire- 
ment their many years of over-work entitle them to. 

2. Duck the danger of slogans and generalities. Among the great- 
est of our difficulties today is that we are inclined to seize on great 
generalities that have no real bearing on the situation at hand. 
Writing in the Harvard Business Review, Paul Cifrino has pointed 
out one prime example of this approach: “A brochure currently sup- 
plied by one of our large trade associations seeks to motivate the 
newly hired teen-ager by stressing how essential the food business 
is, how many products come from mvsterious lands overseas, how 
many fortunes have been made. This is supposed to inspire him to 
place the eggs on the top of the sack instead of on the bottom! Why 
isn’t it both simpler and more effective just to tell him to pack the 
eggs this way so they don’t get broken?” 

Careless use of generalities can also border on the dishonest. How 
often have you read in company periodicals, for example, that auto- 
mation will create more jobs. Undoubtedly, it will—but not neces- 
sarily for the people who have been displaced by more efficient 
methods or better machinery. If you run a general article on this 
subject in the plant newspaper just before you introduce improved 
equipment that will enable you to reduce your need for manpower, 
you undermine the integrity of your communications by holding out 
glowing promises of what automation will do for people who will 
soon be looking elsewhere for work. That is why it is so important 
for management to interpret facts exactly as they will apply to the 
particular group they affect, not to take refuge in generalities. 

3. Stay clear of excessive do-unto-otherism. Too often are we 
basing our communications approach on a kind of “do-unto-otherism” 
in which the “doing” is entirely one-sided. This has led to the de- 
velopment of an elite group, thoroughly trained in the dialectics of 
the social scientists, who predetermine what should be done unto 
others by using their own theories of social progress as the criteria. 
This attitude of “outer directed” good will and institutionalized 
paternalism has even caused some well-intentioned managements to 
make unwarranted intrusions into the private lives of employees in 
the misguided attempt to help them find “life adjustment.” Certainly 
no one can criticize a company for having a deep interest in the 
welfare of its people. But perhaps the best way to promote their 
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social welfare and social maturity is to provide an atmosphere in 
which grown-up people are expected to behave like grown-up people, 
not treated as though they were a crowd of jittery, self-indulgent 
neurotics. 

4. Never assume that you have to sell the free enterprise system 
to employees. The vast majority are already sold. The only time the 
average person questions it is when, due to business fluctuations, 
he suffers economically. Even then, he doesn’t necessarily wish to 
change the system; he simply wants somebody to do something to 
fix it so he can benefit from its advantages. Undoubtedly, unem- 
ployed people in depressed areas are highly susceptible to what might 
be termed radical propaganda. They may not necessarily believe it, 
but it may be in their self-interest to go along with it temporarily. If 
you want people to buy free enterprise, remember, they must have 
the money to make the purchase. 

5. Make sure that each medium of communications that you use 
carries its full payload. If you establish a company magazine, don’t 
let it go at that. Hire an editor who knows his job, and give him 
access to company news and to you. Don’t sit on his stories when 
he submits them to you. And judge the story from the point of view 
of content, facts, and interpretation of facts, not style. Remember, if 
you blue-pencil every important business item in an article on the 
grounds that its release may be dangerous, you will quickly reduce 
your magazine to a journal of inconsequential trivia that it’s a waste 
of money to publish. 

6. Be sincere in all you say. If you want acceptance for your 
facts, present them in a straightforward way. If you discuss that 
news that affects the employee and his job—pleasant or unpleasant 
—in a candidly open manner, you may not always please him, but 
you will at least gain credibility for your statements—good or bad. 

7. Don’t over-communicate. If you deluge employees with com- 
pany communications, you probably defeat your purposes. The sat- 
uration method of communications is not only expensive, it is also 
monotonous, and it won’t work unless you can control all communi- 
cations facilities—and that is impossible in a democracy. 

8. Don’t be falsely folksy, over-intimate, or self-righteous. Write 
directly to employees, and keep your approach simple. Remember 
that management is responsible for running a business. This calls 
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for sound organization, high morale, teamwork. All members of an 
organization are bound together by mutual interests and self-inter- 
ests, not by pseudo good-fellowship. Folksiness and the pretension of 
an intimacy that doesn’t exist is communicating “down” in the worst 
sense of the word. And self-righteous outrage at the absurd opinions 
of others can destroy your case, even when it is a good one and 
the opinions of others are just as absurd as you think they are. 

9. Don’t be general. Employees are basically interested in speci- 
fics. If you can show how increased costs because of increased wages 
will have a direct effect on their job security, you may sell your 
argument on inflation. But a general article on the evils of inflation, 
although it wins readership and even acceptance, may not have any 
effect on an employee’s opinion when it comes to a question of his 
own self-interest. 

10. Don’t be afraid to use emotionalism. But be subtle in your 
use of it. If you are faced with a labor crisis or some other problem 
that affects your business, naturally you have to appeal to the em- 
ployee’s hopes, interests, fears, and selfishness. But you must do 
this in a responsible way. Although emotionalism may underlie what 
you say, your approach must be calmly objective. 

11. Be certain that what you say is accurate. Even a minor dis- 
crepancy in fact can hurt you very much if it is spotted. “Unions 
make factual mistakes,” you say. “It doesn’t hurt them.” That may 
be true, but unions don’t have to be as careful. Employees often 
don’t mind if a union plays fast and loose with figures or facts if, 
by doing so, they achieve an objective they want. But employees ex- 
pect you to be able to prove anything you say. You provide jobs; 
unions only bargain about them. 

12. Make sure your communications are interesting. What in- 
terests you may not interest an employee at all. What you think he 
ought to know may not be what he wants to know. Unless you can 
make him want to know what you want to tell him, he won't get the 
message, no matter how important it is. It takes communications 
imagination to communicate effectively. Keep in mind what moti- 
vates people. Pride, group identity, recognition, and other motiva- 
tional factors can be used in your appeal. If you relate them to self- 
interest, it is surprising how far they will go to insure the effective- 
ness of your employee communications program. 4 
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Corporate Citizenship and the Businessman 
(Continued from page 19) 


savings plans in 1917; life insurance in 1920; relief and loan plans 
in the 1930's; profit-sharing plans tried unsuccessfully in the 30’s 
and 40’s; new disability insurance protection in 1939; a stock bonus 
plan in 1948; a pensioners’ hospitalization plan in the same year; 
shareowner-approved stock options in 1953, which have been 
granted to 1,329 employees thus far; and, in 1955, a comprehen- 
sive insurance program to assist employees in meeting medical 
expenses as high as $7,500 in one year or $15,000 in a lifetime. 
This comprehensive medical insurance plan had never been tried on 
such a massive industrial scale before General Electric instituted it 
in 1955, and the plan has been so successful that there are now 
more than 6,000 similar plans in industry: a clear example of social 
innovation. 

Last fall, the company announced a new employee program— 
the savings and security program, which enables employees to create 
substantial personal estates in General Electric stock and govern- 
ment bonds in accordance with their individual plans and prefer- 
ences. The plan has many features by which employees can use 
these funds in periods of personal financial emergency, as well as 
save toward retirement or some other special purpose. A significant 
feature of this program is that it gives the individual employee 
greater financial independence: the funds are his, personally, rather 
than part of some union or company fund. About 90 per cent of 
the employees who are free to do so have elected to participate in 
this program. Regrettably, a large number of employees were denied 
the benefits of this program by the decision of their union officials. 

In the examples just cited, you will recognize that General Electric 
has consciously assumed the initiative in planning better approaches 
to employee compensation and working conditions. While good ideas 
from all sources are welcomed, the company has not waited for 
unions or other industries to take the lead. 


Opportunity and recognition 


Just as important as these employee benefit programs are the 
efforts to help employees realize their full potential and inde- 
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pendence in their working career. The basic organization of the 
company—a decentralized system by which the authority and 
responsibility for decision-making are delegated to the point where 
action must be taken—is deliberately designed to raise the dignity 
and opportunity for usefulness presented by each individual position. 
Only history will tell whether this thorough-going decentralization 
was a wise decision, but it is our present belief that it will give 
General Electric tremendous strength in depth, along with providing 
the flexibility needed for growth. The company also makes available 
a large variety of training and educational courses for employees at 
all levels, spending approximately $40 million a year on employee 
training. About 30,000 employees a year voluntarily elect to im- 
prove themselves by way of company courses of instruction. 

It is easy to see the benefits to employees, in these various pro- 
grams. But employee programs are not in the nature of a giveaway; 
in fact, the company vigorously resists unrealistic proposals sub- 
mitted by various sources. General Electric’s employee programs are 
not offered out of sentimentality or paternalism, but because they 
help the company attract and hold high-caliber employees. This is 
a factor that becomes ever more important in the profit picture, as 
unskilled labor declines in importance and the company requires 
more employees in the skilled and professional categories. 


STOCKHOLDER RELATIONS 
Decisions with social implications must also be made with respect 
to the ownership of the company. General Electric’s directors have 
long supported a policy of encouraging widespread and well-informed 
shareownership. At the present time, the company has more than 
400,000 owners of record, plus an estimated 100,000 who are 
beneficial owners with shares registered in the names of brokers or 
nominees of banks or trust companies. The company conducts an 
unusually vigorous program of shareowner communication, to be 
sure that the owners know about their company and also know what 
economic and political conditions are required to preserve and en- 
hance the value of their investment. It is our belief that widespread 
and well-informed shareownership will be of immense importance 
to the future strength and stability of the private enterprise system, 

and thus to the economic health of the company. 
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General Electric also encourages its employees to become part 
owners of the company. Today about 173,000 employees, approxi- 
mately 70 per cent of the total, are or are becoming shareowners of 
General Electric through the various stock-purchase and stock-bonus 
plans. It is expected that their increased sense of participation, their 
increased understanding of the economic process, and their increased 
financial independence will be profitable to the employees, the 
company, and the nation as a whole. 


SUPPLIERS AND SUBCONTRACTORS 


Relations with other businesses also have social implications. 
There is, for example, the question of the interrelated roles of large, 
medium, and small businesses. 

General Electric utilizes the resources and special talents of 
45,000 suppliers and subcontractors, more than 85 per cent of 
which are classified as small businesses. In the specialized defense 
operations, some 17,000 outside firms participate, of which approxi- 
mately 90 per cent are in the small business category. About 53 
cents of each defense dollar that General Electric places with sup- 
pliers goes to small concerns. Of this, 38 cents goes directly to small 
companies as subcontractors and suppliers to General Electric, and 
the remaining 15 cents goes to small companies as their share of 
each dollar the company pays to its larger suppliers. 

We firmly believe that the accomplishment of the closest possible 
teamwork between small and large businesses, with each company 
supplying the products or services that it is able to contribute, is one 
of the great strengths of the American industrial system, in both its 
civilian and its defense aspects. This is more than a pious statement; 
it is the basis for an active program of information and small busi- 
ness liaison representatives designed to make it easier for smaller 
companies to do civilian and defense business with General Electric 
on an economical and competitive basis. 

During the Korean War, over 90 per cent of the company’s 
defense effort was expended on production contracts and less than 
10 per cent on research and development. Today, over 50 per cent 
of General Electric defense work is research and development. It is 
much more difficult to locate small businesses that have sufficient 
technical staffs to participate in research and development work, but 
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thus far, through exceptional effort, we have been able to maintain 
the share of defense work going to this important segment of our 
suppliers. 


NATIONAL DEFENSE 

The needs of national defense obviously call for decisions that 
include a large element of social responsibility. Because of its unique 
technical capacities—some 22,000 scientific and engineering gradu- 
ates and extensive laboratory facilities—General Electric has been 
called upon to take assignments in the national defense. The com- 
pany has not concentrated its defense efforts on the mass production 
of items that can be equally well produced by others, but on under- 
taking the difficult, unsolved research and production problems of 
military technology. 

Defense business absorbs an exceptionally high proportion of the 
company’s technical personnel and offers a profit that is considerably 
less than the profits earned on commercial lines. But social responsi- 
bility is again involved: the United States needs the technical capaci- 
ties of its large corporations in the national defense, and the com- 
pany is therefore determined to make a successful contribution on 
a businesslike basis. 


THE COMMUNITY AND THE NATION 
Finally, we in General Electric believe that we have a responsi- 
bility to participate in community and national life. This is what 
most people think of when they speak of the businessman’s social 
responsibilities, and it is some of the excesses in this area that are 
most commonly criticized. 


Charity and education 

For example, all businesses today are flooded with requests for 
corporate support for education and charity. Business has responded 
generously to such requests. It is an astonishing fact that educa- 
tional and charitable contributions by corporations, since 1944, 
have annually exceeded the total funds collected by community 
chests and united funds from all sources. Such contributions must 
necessarily be reflected in the price structure, because industry has 
no funds except those collected from customers for products and 
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services. If customers are to be thus “taxed” for the support of 
worthwhile causes by way of the price structure, what policy should 
govern such expenditures? 

A policy of dispensing charity and educational support on the 
basis of pressures and executive whim constitutes no policy at all. 
In fairness to customers, shareowners, and employees, as well as to 
the recipients of corporate support, there should be a rational policy. 
Essentially, it should be a policy that makes corporate support a 
sound business investment—in broadly conceived terms—as well as 
a sound social investment. 

This rules out many obviously unrelated charities. It also pre- 
sents an opportunity for truly creative policy-making. Reasonable 
limits on this sort of activity can be established, and within these 
limits a highly constructive program of educational and charitable 
support can be undertaken. 

As an example of the type of guidelines that can be established, 
here are the five principles on which General Electric’s policy for 
aid to education is based: 

1. Corporate support should tend to increase, rather than 
diminish, the diversity and decentralization that are characteristic 
of the American system of higher education. 

2. Corporate support should tend to broaden, rather than 
narrow, the base of financial support for colleges and universities. 
This is the thinking behind the General Electric Corporate Alumnus 
program, under which the company matches the gift of any employee 
to his college. 

3. The individual who receives the education should be en- 
couraged to pay more of the cost himself. 

4. The funds should be used in such a way as to multiply their 
effectiveness; e.g., given to institutions rather than individuals, to 
faculty salaries rather than student scholarships. 

5. Education should be recognized as a lifelong process in which 
businesses no less than colleges and universities must play a part. 


Political responsibilities 

Even more controversial is General Electric’s conviction that 
businessmen must participate in the political life of their community 
and nation. With each passing year, politics and government become 
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more significant factors in the cost and results of operating a busi- 
ness. No manager would deny that his ability to produce and sell 
products or services, to maintain employment, and to earn an ade- 
quate profit for his shareowners is greatly affected by taxes, infla- 
tion, trade regulations, administrative rulings, labor law, patent 
procedures, government contracts, standards of law enforcement, 
and many other political and governmental factors. Yet there are 
very few businessmen who regard political affairs as part of their 
managerial assignment. 

This must change. For dollar-and-cents reasons, as well as reasons 
of citizenship, the businessman must recognize two basic political 
responsibilities : 

1. As a manager, he must study and speak out—through every 
medium available to him—on issues that affect the ability of busi- 
ness to serve the public. He should encourage his employees to do 
likewise. This should be done on company time and money, on a 
nonpartisan basis. 

2. As an individual citizen, the businessman should work for 
and contribute to the party of his choice. The best way to assure 
good government in the long run is to have capable men and women 
with independent judgment in both political parties. 

Such politic?! activities—the company communications on sig- 
nificant issues, and the individual efforts for candidates and parties 
—can build a political climate in which a free, competitive enter- 
prise system can flourish. This is a basic responsibility to society. 
It is necessary if the corporate entity is to continue to fulfill its 
economic and social responsibilities on a sustained and _ profitable 
basis. 


RESPONSIBILITY BEGINS AT HOME 


These, then, are some of the situations in which the professional 
manager must face the social implications of his business decisions. 
It is, of course, true that if the social aspects of a business problem 
are given undue emphasis, or if sentimentality is substituted for an 
objective sense of responsibility, the business can be weakened and 
its profitability can be reduced. 

We all know of companies where a misguided sense of social 
responsibility led to vacating management responsibility to the 
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unions, or carrying unprofitable dealer and supplier relationships, 
or otherwise favoring one group at the expense of the others—with 
depressing effects on such companies’ profits. That is social irre- 
sponsibility. 

The businessman’s first social responsibility is to keep his com- 
pany in good financial health, so that the company can continue to 
be useful to all concerned. This cannot be done by ruthlessly dis- 
regarding the interests of society or taking the narrow, short-term 
view of business. 

A company is likely to grow and earn profits if it recognizes the 
reality of the ethical and social demands of society, and considers 
them as valid elements in the economic decisions of business. % 
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Are Creative People ‘‘Different’’? 
(Continued from page 24) 


specialty. A professional road of advancement adequately provides 
the opportunity for scientist promotion that may be missing in 
many corporations. 


R & D Incentives 

Incentives are one way to obtain more effective R & D results. 
These incentives may include recognition rewards, professional 
enhancement, and of course, compensation improvement. 

Some 56 per cent of the scientists and engineers questioned in 
the survey wanted their pay based on a combination of salary and 
incentive pay rather than straight salary or straight incentive. The 
degree of those favoring incentives ranged from 76.7 per cent in 
one company down to 31 per cent. Concern does exist in the R & D 
group as to the efficacy of present compensation methods. 

In laboratories where work is geared to the individual, incentives 
may be applied to the R & D function. Rewards that reflect the 
individual’s contribution without disrupting the morale of the entire 
group can provide an effective means of stimulating the scientist's 
efforts in the laboratory. 

The monetary incentive problem may become more difficult in 
the majority of laboratories that rely on group and team units for 
each research and development project. The individual’s contribu- 
tion to the total effort is more difficult to assess, especially if the 
contributions of one scientist have been significant throughout a 
project and a single contribution of another provides the break- 
through for arriving at the final solution. Who was more responsible 
for the ultimate project success, the one who laid the groundwork 
or the one who was able to surmount the last hurdle? Monetary 
incentives must reflect management’s recognition of the contribu- 
tions of both. 

In place of special monetary incentives, some companies approach 
the problem by insuring that the scientist's base salary adequately 
reflects his contribution. Compensation in many labs, rather than 
being administered under a formal program, is attached to the 
individual, thus providing flexibility for recognition and reward of 
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the scientist. A continuous review to be sure that compensation 
adequately reflects competence will provide significant incentive for 
improved R & D work. 

Another method is to include R & D personnel in a company 
bonus system, if they are not already included. Alternatively, man- 
agement can design for R & D personnel a special bonus system— 
similar to bonus systems established for factory management person- 
nel—based on salary, departmental performance, departmental 
costs, or other factors. 


INCREASING R & D PRODUCTIVITY 
There are, of course, several other ways of providing incentives 
for greater and more productive R & D endeavors. Here are a few 
of them: 


Directed Creativity 

The survey results show that most scientists and engineers ac- 
tually work more effectively when under pressure than when allowed 
to set their own pace in conducting a technical program. Moreover, 
most of them prefer to work under relatively~close administrative 
control. Thus, the management that establishes a completely per- 
missive environment for research may be negating the actual thing 
for which it strives. 

Management can enhance the creative efforts of its R & D people 
by carefully defining and communicating to them technical prob- 
lems, company areas of product interest, or the processes where 
improvement is required. Creativeness directed toward specific 
problems or carried out within given perimeters will significantly 
enhance the pertinence of research. 


Improved Technical Competence 

On-the-job training accounts for most of the practical training a 
scientist gets. This should be augmented by periodic attendance at 
scientific meetings, in which the scientist should participate with 
the presentation of a paper or involvement in organized discussions. 
Staff research personnel should be encouraged to publish the results 
of their efforts when it can be done prudently. 

Attendance at selected university courses should be subsidized on 


JULY, 1959 83 





an incentive basis, providing certain criteria are met. These include: 

e Suitability of the course for the individual, based upon his 
activity in the company. 

e Approval of the institution by accrediting associations. 

e Provision that scholarship and attendance be maintained at 
institutionally accepted levels (e.g., specify that the company will 
pay attendance costs only if the employee maintains a prescribed 
scholastic level and attends 90 per cent of the classes). 

It is important both to the company and to the individual that 
the scientist maintain technical proficiency in his field. Occasional 
refresher courses and special subject courses should therefore be 
pursued on an incentive basis. 


Increased Technical Productivity 


Until the advent of time studies and standard costs, the pro- 
ductivity of skilled laborers was poorly controlled, and incentives 
could not be applied with any degree of uniformity. There is no 
known case where standard costs have been applied to research and 
development, but the basic concept can and should apply. 

Standard costs are based on observed time requirements for per- 
forming a given operation, assuming competent operators, adequate 
training, specific instructions, and proper equipment for the job. 
These same basic factors can be developed for most research and 
development activities and can provide yardsticks by which scien- 
tific efforts can be judged and incentive payments applied. 

Effective application of the yardsticks will be a function of the 
administrator’s experience and judgment, but they should be uni- 
form throughout a department. Several preliminary planning steps 
are requisite to each project before scientific personnel evaluation 
can be initiated: 

e Analyze each project. Break it down into phases and define 
the technical requirements of all phases. 

e Program the entire project by phase in terms of man-hours, 
money, and time. 

e Establish definitive objectives that are to be achieved by the 
end of each project phase. 

e Set up check-points and report requirements that will serve as 
tools to evaluate project progress against the schedule. 
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e Provide for a personal review of individual progress at the 
end of each project phase. 

e Develop an evaluation form designed to measure and record 
data pertinent to competence, aggressiveness, attitude, unusual 
abilities, operational proficiency, and other attributes that are im- 
portant in accomplishing the departmental program. Review past 
records to ascertain direction of trends following each review. 

The complete project schedule as outlined above represents the 
“standard time” for each phase of the project, the term “standard 
time” encompassing time, money, materials, and equipment required 
to reach a well-defined goal. Completion of the project on schedule 
should perhaps warrant some incentive pay. Best efforts of the 
technical group will be obtained only if they are under the kind of 
pressure inherent in a schedule which has intentionally been set 
tight. Completion of programs with less than the programmed 
budget should constitute a basis for additional incentive pay, as is 
the case when a plant manager betters his operational budget. 

Incentive payments may conveniently be made quarterly, an- 
nually, or on termination of a project or phase, and should be a 
direct reflection of the accomplishments of the individual in com- 
parison with those of other staff members at the same department 
level. 


ADMINISTRATION OF RESEARCH 


One of the major problems confronting American industry today 
is how to assimilate the technically trained scientist into a business 
organization while encouraging him to contribute original ideas, 
free from mental corporate restraints. Scientists are not materially 
different from other corporate functional groups in their admini- 
strative requirements. They only seem different because manage- 
ment has not taken the time to develop and apply suitable ad- 
ministrative controls for them. 

Management has yet to realize the fullest potential of its xe- 
search and development groups. The function is largely in its in- 
fancy as a-‘major corporate activity, and it will require an abnormal 
amount of administrative planning and attention for years to come. 
It is incumbent upon management to assure conditions under which 
the true potential of research and development can be realized. 
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Book Notes 


(Please order books directly from publishers) 


MARKETING 


SALESMANSHIP: Principles and Practices of Professional Selling, Second 
Edition. By Alfred Gross. The Ronald Press Co., New York, 1959. 580 
pages. $7.00. The emphasis in this edition is primarily on difficult and 
complex selling situations, the author having given much stronger treatment 
to the upsurge of industrial selling and to the development of diversified 
services. Although the subject matter has been thoroughly revised and re- 
fined, the text continues to stress the distinction between the “order taker” 
and the professional salesman. 


SALES PROMOTION THAT GETS RESULTS. By Howard M. Turner, Jr. 
McGraw-Hill Book Co., Inc., New York, 1959. 258 pages. $6.50. Covering 
the promotion of both industrial and consumer goods, the author explains how 
to make marketing activities more effective through the use of the right 
sales-promotion strategy. Included are discussions of pretesting, evaluation, 
planning, and budgeting of sales promotion activities, all major ideas being 
illustrated by actual case histories. 


PROCEEDINGS OF THE FIFTEENTH ANNUAL CONFERENCE OF SALES 
MANAGERS. Edited by the Bureau of Business Research, College of Com- 
merce and Administration, Ohio State University, Columbus, Ohio, 1959. 
89 pages. Gratis. Among the topics covered at this conference, which was 
held at Ohio State in September, 1958, are executive leadership, motivation 
in training, recruiting and selecting salesmen, and selling as automation’s 
essential ingredient. 


WHY PEOPLE BUY: Motivation Research and its Successful Application. 
By Louis Cheskin. Liveright Publishing Corp., New York, 1959. 319 pages. 
$5.00. In dealing with the behavior of people when they go out to buy, the 
author considers such subjects as the role played by symbolism in marketing, 
advertising of the future, the importance of a product name, controlled 
market testing, motivation research, and company images. 


HOW TO MAKE YOURSELF A BORN SALESMAN. By Wallace K. Lewis. 
Hawthorn Books, Inc., New York, 1959. 305 pages. $4.95. Actual tech- 
niques and methods that have helped salesmen to improve their selling 
ability are described here. Among the many topics discussed are boldness, 
self-management, time-budgeting, and the prepared sales talk. 


GETTING THE SALES FROM SALES TRAINING. By Edward F. Ruder. Sales 
Executives’ Publications, St. Louis, Mo., 1959. 302 pages. $5.95. Inte- 
grating all the elements of training into a “total training’ concept, the author 
offers practical applications for the newest training techniques and _prin- 
ciples. Included are sections on sales training supplements and salesmen 
selection. 
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DIRECT SALESMAN’S HANDBOOK. By Roy Alexander. Prentice-Hall, Inc., 
Englewood Cliffs, N.J., 1959. 214 pages. $4.95. A practical guide to direct 
selling that keeps theory to a minimum and, in lively prose, tells the reader 
how to sell almost anything to anyone. The topics covered include: 40 ways 
to find customers, selling in the home, selling to businessmen, planning the 
sale, when to sell, and getting the order. 


EFFECTIVE MARKETING ACTION. Edited by David W. Ewing. Harper & 
Brothers, New York, 1958. 338 pages. $6.00. The experts who have con- 
tributed to this book show how to carry out a modern marketing philosophy 
in which thinking and planning are oriented in terms of consumer needs 
and emphasis is put on profit from sales rather than on sheer volume. Some 
of the questions considered are how to define a marketing problem, what 
techniques to use in solving it, when and how to use outside agencies, how 
to develop the factual data needed, how to report it to management, how to 
plan marketing programs, and what changes may be necessary in company 
organization and policy. 


HOW TO DEVELOP SUCCESSFUL SALESMEN. By Kenneth B. Haas. McGraw- 
Hill Book Company, Inc., New York, 1957. 289 pages. $6.00. This book 
shows how to develop the sales staff of a small or medium-sized company 
into a vital, top-notch selling organization. Holding profitable meetings, 
appraising effort, building morale, “group-think” conferences, and effective 
commynications are among the topics covered. 


PROCEEDINGS OF THE FOURTH ANNUAL MARQUETTE UNIVERSITY ADVER- 
TISING AND MARKETING CONFERENCE. Burcau of Business and Economic 
Research, Robert A. Johnston College of Business Administration, Marquette 
University, Milwaukee, Wisc., 1958. 178 pages. $3.00. Some of the topics 
covered here are the farm market today and tomorrow, locating future con- 
sumer markets, and marketing’s answer to price competition. 


FINANCE 


FUNDAMENTALS OF CORPORATION FINANCE (Revised Edition). By Joseph 
F. Bradley. Rinehart & Company, Inc., New York, 1959. 644 pages. $7.00. 
This revision brings the subject matter up to date and includes new material 
on such topics as taxes, voting control, leases, short- and intermediate-term 
financing, and management of assets (including management of working 
capital). An integration of consumer credit with business finance is another 
feature of the revised edition. 


MONTGOMERY'S FEDERAL TAXES (37th Edition). Edited by Philip Bardes, 
et al. The Ronald Press Company, New York, 1958. 1,409 pages. $25.00. 
This new edition emphasizes the shifts and modifications of basic points of 
view as influenced by regulations, administrative rulings, and definitive court 
decisions. The many far-reaching changes resulting from the Technical 
Amendments Act and Small Business Tax Revision Act of 1958 are reflected 
throughout. Included also are expanded chapters on income taxation of 
estates and trusts and on determination of estate and gift taxes. Tax bene- 
fits are clearly highlighted with warnings of contingencies or possible traps. 
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Publications Received 
(Please order directly from publishers) 


GENERAL 


THE MANAGEMENT COUNSELLOR 
SPEAKS TO YOU. By A. Godfrey Cruft. 
W. & R. Chambers, Ltd., Edinburgh, 
160 pages. $2.25. 


A CHANGING AMERICA: At Work and 
Play. By A. Wilbert Zelomek. John 
Wiley & Sons, Inc., New York, 1959. 
181 pages. $3.95. 


THE CHALLENGE TO AMERICA: Its Eco- 
nomic and Social Aspects. Special 
Studies Project Report IV, Rockefeller 
Brothers Fund. Doubleday & Co. Inc., 
Garden City, N. Y., 1958. 78 pages. 
75 cents. 


HOW TO CONTROL ACCOUNTS RE- 
CEIVABLE FOR GREATER’ PROFITS. 
Dun & Bradstreet, Inc., New York, 
1959. 35 pages. $1.00. 


CURRENT BUSINESS STUDIES: Predict- 
ing the Business Trend. 31st Confer- 
ence of the Scciety of Business Advisory 
Professions, Inc., The Graduate School 
of Business Administration, New York, 
1958. 38 pages. $1.50. 


UNITED STATES MONETARY POLICY. 
Edited by Neil H. Jacoby. The Ameri- 
can Assembly, Columbia University, 
New York, 1958. 225 pages. $2.00. 


STATISTICS AS APPLIED TO ECO- 
NOMICS AND BUSINESS. By Robert H. 
Wessell and Edward R. Willett. Henry 
Holt & Company, New York, 1959. 316 
pages. $5.00. 


CORPORATE RECORDS’ RETENTION: 
A Guide to U.S. Federal Requirements; 
Vol. 1. By Robert B. Wheelan. Con- 
trollership Foundation, Inc., 2 Park 
Ave., New York, 1958. 221 pages. 
$10.00. 
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PROFITABLE MANAGEMENT FOR MAIN 
STREET. Dun & Bradstreet, Inc., New 
York, 1959. 48 pages. $1.00. 


TECHNICAL AIDS FOR SMALL BUSINESS: 
Annual No. 2. Edited by J. Wade Rice. 
Small Business Administration, Wash- 
ington, D.C., 1958. 118 pages. $1.00. 


AUTOMATIC CONTROL: Principles and 
Practice. By Werner G. Holzbock. 
Reinhold Publishing Corp., New York, 
1953. 258 pages. $7.50. 


ECONOMICS AND THE EDUCATIONAL 
ADMINISTRATOR: The School-Communi- 
ty Development Study Monograph 
Series, Number 6. By Meno Lovenstein. 
College of Education, The Ohio State 
University, Columbus, Ohio, 1958. 171 
pages. $2.00. 


COST REDUCTIONS IN WIRE COMMU- 
NICATIONS: Revised Edition. By Roy 
Stone. The Christopher Publishing 
House, 1140 Columbus Ave., Boston 20, 
Mass., 1959, 350 pages. $10.00. 


STUDIES IN LINEAR AND NON-LINEAR 
PROGRAMMING. By Kenneth J. Arrow, 
Leonid Hurwicz, and Hirofumi Uzawa. 
Stanford University Press, Stanford, 
Calif., 1958. 229 pages. $7.50. 


NINETEENTH ANNUAL REPORT OF 
STOCKHOLDER ACTIVITIES AT CORPO- 
RATION MEETINGS DURING 1958. 
Lewis D. and John J. Gilbert, New 
York, 1959. 278 pages. $2.00. 


PRIVATE HEALTH INSURANCE; Part II: 
Problems, Pressures and Prospects. By 
Herman M. and Anne R. Somers. In- 
stitute of Industrial Relations, University 
of California, Berkeley 4, Calif., 1958. 
49 pages. 50 cents. 
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